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FOREWORD 


In the preparation of this study two kinds of contemporary 
sources have been extensively used: official documents and peri- 
odicals. The writer would be the first to acknowledge the frag- 
mentary and inadequate character of his materials. Yet the 
attempt to bring together and to evaluate such information as 
they afford is worth while, both from the standpoint of the stu- 
dent of contemporary affairs and of the general reader who has 
some interest in the subject. If the present effort proves serv- 
iceable to those groups the writer will have achieved his main 
purpose. 

Acknowledgments are due to Roscoe R. Hill, commissioner, 
and his fellow officials for documentary publications of the Nica- 
raguan Government; to the late J. M. Keith, of San José, and 
to Costa Rican officials, for newspaper and documentary mate- 
rials; to Dr. L. S. Rowe, director general, and Charles E. Bab- 
cock, librarian, and other officials of the Pan American Union 
for access to and gifts from their collections of Central American 
newspapers; to his colleagues Prof. Kenneth W. Colegrove and 
Prof. Roberto Brenes Mesén and to the officials of Lunt Library, 
Northwestern University, for numerous courtesies; and, finally, 
to his wife for assistance in preparing the manuscript. The 
thanks are theirs; whatever faults the work may have are those 


of the author. 
Isaac Josuin Cox. 


NorTHWESTERN UNIVERSITY, 
Evanston, IL.Ino1s, 
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NICARAGUA AND THE UNITED 
STATES, 1909-1927 


I. THE BACKGROUND OF INTERVENTION 


Commercially and in a military sense Nicaragua occupies one 
of the key points in the western hemisphere. Its position is at 
once a source of wealth and of weakness: of wealth, for in water- 
ways and in the approaches thereto Nicaragua and her neighbors 
possess an asset that greatly enhances their natural productivity 
and may conceivably enable her to exact toll of less favored 
nations; of weakness, for these same waterways have brought 
upon the people of Central America a series of political and 
economic problems, which they are not wholly prepared to meet. 


Tue LAND AND THE PEOPLE 


In area Nicaragua is the largest of the Central American re- 
publics (49,200 square miles). In population (703,540) it ranks 
third. Like its sister republics it is composed of two distinct 
physiographic areas — the western highlands and the low-lying 
plains that extend inland from the Caribbean. This latter area 
is unhealthful, sparsely populated, and exceedingly difficult to 
traverse. Hence the central government has had to acquiesce 
for long periods in alien control of the coastal region and has re- 
cently found the outlying settlements there, largely devoted to 
logging and the cultivation of the banana, favorable foci for 
revolt. 

In the Nicaraguan highlands the Cordillera of Central America 
experiences a decided break. In the resulting depression and near 
the Pacific Coast are two large lakes, which, with their outlet the 
San Juan River, have afforded from the earliest colonial period a 
natural interoceanic highway. As a possible canal route this 
region has by many been regarded as superior to its more suc- 
cessful rival, Panama. This possibility constitutes a second 
natural factor that has definitely affected the development of 


Nicaragua. 
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On the fertile plains bordering the lakes is gathered the bulk 
of the country’s population. Here are the important cities 
whose contentions have largely determined the history of the 
republic since independence. Once a sort of “Mahomet’s para- 
dise,” the prosperity of the region has been greatly curtailed by 
the political disturbances of the midcentury and those of more 
recent years. Here is situated the capital, Managua, placed 
between the two bitter rivals Granada and Leén and owing its 
modern importance to a judicious combination of coffee culture 
with political compromise. Through these cities from Lake 
Nicaragua to the Pacific Coast at Corinto runs the only con- 
siderable railroad of which the country boasts. So far all plans 
to continue this railroad to the eastern coast have proved fruitless. 

The population of the country is largely composed of mestizos. 
Within the limits of this Spanish-Indian admixture there exists 
considerable variety in occupation and social prestige. Granada 
early developed a few leading families who monopolized the com- 
merce of Lake Nicaragua and the cattle ranches of the vicinity. 
These families constituted a nucleus for the conservative aris- 
tocracy that has generally controlled the country. Leén, which 
was and stil] is the largest city, formed the administrative center 
of the colonial period. Its population is largely of the artisan 
class and surrounding it is a region of small farmers. Here, as 
we should naturally expect, we find the chief center of the Liberal 
Party. Managua, the compromise capital, is growing politically 
and commercially at the expense of both. 

Just east of the lakes and within the highlands, we encounter 
an element that is largely Indian, still preserving many features of 
primitive community life. In this same section are located the 
coffee plantations, mostly in German and American hands. 
Farther eastward on the low-lying plains are to be found some 
wandering Indian and negro half-breeds, remnants of the former 
denizens of the Mosquito Coast. The settlements on the coast 
itself are peopled by English-speaking negroes who work the 
forest and banana plantations under American direction. 

1¥For a brief but comprehensive description of Nicaragua in relation to its 
immediate neighbors consult Dana G. Munro, The Five Republics of Central Amer- 
tea, Chs. [and IV. A more detailed description is to be found in A. H. Keane, 
Standford’s Compendium of Geography, Central and South America, II, Ch. XII. 


Consult also George T. Weitzel, American Policy in Nicaragua, Sen. Doe. 234, 
64th Congress, 1st Session (Washington, 1916). 
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Tue PouiricAL PRELUDE 


The outstanding factor in the internal development of Nicaragua 
has been the intense rivalry between the conservative city of 
Granada and more liberal Leén. This rivalry came to a head 
during the movement for independence.! It has contributed to 
the breakup of the Confederation, has encouraged intermeddling 
by the neighboring states, and has led to foreign intervention on 
the eastern and western coasts. Intervention was also materially 
furthered by the possibility of controlling transisthmian traffic 
through Nicaragua. Such a prize induced Great Britain to 
claim an indefensible protectorate over the Mosquito Indians ~a 
claim which it did not wholly abandon until 1894 2? — and stimu- 
lated the financial and filibustering enterprise of William Walker 
in the 1850’s.* Internal divisions as well as foreign greed helped 
to make both diversions possible. 

Following the diplomatic and domestic turmoil of the 50’s 
came a period of conservative domination in Nicaragua that lasted 
until 1893. This was an era of relatively stable rule. A group 
of moderate men filled the executive offices and, by keeping 
faith with each other in respect to succession, removed one of the 
pretexts for revolt. Relations with the neighboring republics 
were friendly. Even the Liberals seemed reasonably satisfied 
with administrations that assured protection to life and property. 
These “30 years” of Conservative administration constitute an 
exceptional era of social and economic progress for the republic.‘ 

Dissensions were bound to develop in the dominant group, 
especially among the younger men. As a result of intra-party 
quarrels fed by the perpetual rivalry between Leon and Gra- 
nada, a young leader of the Liberals, José Santos Zelaya, became 
President in 1893. For 16 years he continued to dominate the 
country. Nominally “liberal” in political profession, his rule 
was a brutal despotism. He did, indeed, encourage public in- 

1 Consult H. H. Bancroft, Central America, IIT, passim; also Bulletin of the Pan 
American Union, September, 1921, LIII, 218, and Weitzel, loc. cit., p. 8. 

2Mary W. Williams, Anglo-American Isthmian Diplomacy, especially Chs. II 
and IX (Washington, 1916). 


3 William O. Scroggs, Filibusters and Financiers. The Story of William Walker 
and his Associates, Chs. VII-X VIII (New York, 1916). 


4 Munro, op. cit., p. 86-88. 
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struction and under him Nicaragua registered some progress 
in means of transportation and in the production of coffee. On 
the other hand, he fostered monopolies, disposed of concessions 
with little regard for public interests, and in the later years of 
his administration burdened the country with reckless loans and 
issues of irredeemable paper money. Personal and property 
rights were shamelessly violated. His opponents were frequently 
subjected to confiscation of goods, to imprisonment, and even 
to atrocious torture. Thus in a region of ruthless executives his 
rule speedily became a byword.! ; 

Shortly after Zelaya became President, Great Britain definitely 
abandoned her protectorate over the Mosquito Indians, The 
eastern coastal plain thereby became an integral part of the 
country. Not content with this increase in prestige Zelaya con- 
sistently followed a policy of intermeddling in the affairs of his 
neighbors. During the last three years of his rule he attempted 
to restore the old federal union cf Central America, with himself 
at the head. This restoration result could then be achieved only 
through force. By adopting such warlike methods Zelaya was 
not only proceeding counter to the peace of Central America, 
but also, after 1907, in opposition to the policy of arbitration 
sponsored by Mexico and the United States.2. Such a course 
seemed little short of suicidal. 

Zelaya’s negotiation of a £1,250,000 loan from the Ethelburga 
Syndicate of London in January, 1909, attracted much attention 
and emphasized the dictator’s independent attitude. He also 

1 John Parke Young, Central American Currency and Finance, p. 124-134 (Prince- 


ton, 1925); Munro, op. cit., p. 89, 90. For a sketch of concessions granted see 
infra, Appendix ITI, 4, p. 846. 


2 The New Pan Americanism, Part III, The Central American League of Nations, 
p. 116, 123, 188 (World Peace Foundation, Pamphlet Series II, No. 1). 


3 A report frequently current that the United States protested against the con- 
clusion of the Ethelburga Loan is without foundation. A letter of December 8, 
1927, for the Secretary of State says: 

“A careful examination of the records of this Department fails to show that this 
Government made any protest to the Nicaraguan Government prior to the nego- 
tiation of this loan and shows that the Department subsequently refused to receive 
for deposit a copy of the bond agreement covering the loan, since this might create 
the entirely erroneous impression that the Government of the United States had 
taken any notice of the proposed bond issue or bore the remotest relationship to 
the transaction.”’ — D. P. M. 

On December 31, 1909, when the paper peso was valued at 3714 cents, the 
total aut amounted to $25,211,075.02 (Bulletin of Pan American Union, 31, 
p- 270). 
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planned to make secret advances to the Government of Japan 
with a view to induce that power to enter into negotiations re- 
specting a canal route through Nicaragua.!' By this maneuver 
he may have hoped, either singly or in cooperation with Colombia, 
to jeopardize the interests of the United States at Panama and 
thereby induce the northern republic to treat him with more 
consideration. At least the attempt offered alluring prospects 
of blackmailing both nations and possibly of increasing his prestige 
in Central America. 


Tue OvertTHROW OF ZELAYA 


A convenient opportunity soon presented itself for ending 
Zelaya’s wearisome dictatorship. Early in October, 1909, it 
was reported that General Emiliano Chamorro, a member of one 
of the prominent Conservative families of Granada, had secretly 
landed at Bluefields for the purpose of starting a revolution 
against Zelaya. He was to be assisted by Juan J. Estrada, the 
governor, who had been won over to the opposition, and by 
Adolfo Diaz, who was then secretary of an American mining 
company. Operations began on the 10th, — two days after the 
date reported to the American consul. From the first, foreign 
residents regarded the revolt with favor. This was likewise the 
general attitude of the Central American Governments and of 
Washington. The established concessionaires of the east coast 
objected to recent grants made by Zelaya.* That dictator had 
been too prompt in intervention to please his neighbors. The 
Taft Administration had recently developed with him a series 
of bitter controversies over commercial claims and alleged vio- 
lations of the Washington conventions.4 Confronted by this 
accumulated catalog of complaints, Zelaya found himself handi- 
capped in meeting domestic insurrection. 


1 Myers, New Pan Americanism, Part III, Appendix, p. xxii. 

2 Foreign Relations of the United States, 1909, p. 452; Thomas P. Moffat was 
then consul at Bluefields. For his testimony touching upon subsequent events 
passim, of. Foreign Loans Hearings before the Subcommittee of the Committee on 
Foreign Relations, United’ States Senate, 69th Cong., 2nd sess., pursuant to 
S. Con. Res. 15... p. 31, 55 et seg. 

3 Cf. message of Diego Manuel Chamorro for 1922, infra, Appendix III, 4, 
p. 846; also Estudio Comparativo de los Partidos Politicos de Nicaragua (Mana- 
gua, 1923), passim. 

4 For. Rel., 1909, p. 460 et seg.; Munro, op. cit., p. 227, 228. 
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Estrada’s defection carried over to the opposition the garrison 
at Bluefields. With it as a nucleus the revolt quickly spread 
along the entire eastern coast. Fortified by the almost impassable 
terrain of the interior and assured of local support, the insurgents 
safely defied the Government. Nor was Zelaya backward in 
furnishing the weapon for his own coup de grace. He captured 
and put to death two American soldiers of fortune (Cannon and 
Groce) who were assisting the insurgents by laying mines in the 
San Juan River. These men by reason of their irregular status 
had forfeited any claim to the protection of their Government, 
but this irregularity, as Secretary Knox pointed out, did not 
release the Nicaraguan Executive from the obligation to treat the 
prisoners with ordinary humanity.! Furthermore, in a note of 
unusual acerbity the American secretary lectured the dictator’s 
representative on the malodorous record of his chief and definitely 
severed diplomatic relations with him. He stated that “the 
Government of the United States is convinced that the revolu- 
tion represents the ideals and the will of a majority of the Nica- 
raguan people more faithfully than does the Government of 
President Zelaya.” ? 

Whether or not Zelaya agreed with this, it was futile for him to 
oppose the obvious will of the Washington Government. Presi- 
dent Diaz of Mexico also advised him to yield to the storm he 
had provoked. Zelaya accordingly “deposited” his official 
functions with Dr. José Madriz and passed into the exile to which 
he had condemned so many.* He was fortunate in not being 
visited with a worse fate. Nicaragua and all Central America 
felt well rid of him. 

His successor was a distinguished citizen of Leén, who person- 
ally was worthy of American recognition and support. But the 
note of Secretary Knox had expressed opposition not merely to 
Zelaya, but to the system for which he stood. No friend of the 
fallen dictator, therefore, need expect to be countenanced by 
Washington. For a time, however, the new Executive held his 


1 For. Rel., 1909, p. 446-451; Appendix I, 1, p. 827. 

2 Tbid., p. 456. 

* Zelaya left Nicaragua on a Mexican gunboat and was received in Mexico 
with marked consideration. The Mexican Government had mentioned this as- 


sistance beforehand in its correspondence with the American Government. Cf. 
For. Rel., 1909, p. 459; ibid., 1910, p. 738-742. 
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own against the revolutionists and in February, 1910, defeated 
and drove back a force that was sent against him from the coast. 
After this check the insurgents proposed mediation by the United 
States. Then the Central American Court of Justice offered to 
mediate between the factions. Madriz took the position that that 
body could not act because its membership was then incomplete, 
while Estrada was unwilling to accept mediation by the court 
after the United States had been requested to intervene.! The 
attitude of each was obviously insincere. 

The real decision of the contest rested with the United States. 
In May, 1910, Madriz attempted to blockade Bluefields, where 
he had finally cooped up the rebel army. The commander of an 
American vessel, then in that port, declared the city a neutral 
zone and refused to permit any military measures that would in the 
least jeopardize the lives and property of foreigners. In view of 
these restrictions the besiegers were soon forced to leave the 
unhealthy coast. The insurgents leisurely followed them to the 
interior highlands. The Court of Justice once more proffered 
mediation, but in vain.?, Further revolts broke out in various 
parts of the republic, and on August 18 the forces of Madriz 
were defeated and two days later that executive in turn “de- 
posited”? the tempestuous presidency with the representative 
of the insurgents. That act marked a new era in the history of 


Nicaragua. 


. 1On this mediation consult ibid., p. 742-757. 

2 On the overthrow of Madriz and the attitude of the American naval officers 
at Bluefields, ibid., 1910, p. 758-763; Young, op. cit., p. 134, 135; Munro, op. 
cit., p. 228-231. 
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II. FISCAL AND MILITARY INTERVENTION 


The triumph of Estrada meant that the Conservatives had 
recovered political power. It also meant that the influence of the 
United States was the potent factor in achieving this result. But 
this use of external pressure could hardly be justified, if the 
principals to the transaction were to remain satisfied by a mere 
political overturn. Thoroughgoing reforms must accompany 
these acts of intervention and the nature of most of the reforms 
required speedily gave to the American policy its suggestive title 
— “dollar diplomacy” — and made Nicaragua its most con- 
spicuous laboratory. 


Tur Dawson Pact 


As the first step in orderly procedure, the Washington Govern- 
ment sought to bring about cooperation among the newly es- 
tablished leaders. To this end it sent to Managua Thomas C. 
Dawson, its minister at Panama. By the latter part of October, 
1910, he had succeeded in inducing Estrada and his associates to 
agree on immediate essentials. Estrada was to continue as 
provisional President. Measures were to be taken forthwith for 
calling a Constituent Assembly, for appointing a commission to 
settle all claims against the Government, and for floating an 
external loan.! 

On December 31 the Constituent Assembly chose Estrada as 
President for the next two years and Adolfo Diaz as Vice-Presi- 
dent. At the end of that period their successors should be chosen 
by popular election. On January 1, 1911, these officials were 
inaugurated and at once recognized by the United States. Before 
the end of the month the new American minister to Nicaragua, 
Elliott Northcott, had received his instructions and was on his 
way southward. 

The situation that he found on his arrival at Managua was 
not reassuring. The country was burdened with debt and per- 
meated with distrust. The only hope for betterment, according 

1 For the negotiations of Mr. Dawson ef. For. Rel., 1910, p. 763-766, and ibid., 
1911, p. 652-654; text, infra, Appendix I, 2, p. 828. The documents collectively 
bear the name of the “Dawson agreement,” and, although Mr. Dawson did not 


sign them, they show internal evidence of his influence in bringing them about. 
Cf. also Moffat, loc. cit., p. 35, 36. 
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to the new President, lay in a close alliance with Washington. 
This policy would at first prove unpopular in Nicaragua and 
arouse antagonism among the other Central American republics, 
but Estrada believed that, if he could count on the immediate 
and earnest support of the United States, he could force it through.! 

If Estrada was not assured of this support, the American minister 
thought that the new Executive would resign.2 The disturbed 
political situation left him no other alternative. The supporters 
of Zelaya, though cowed by their recent overthrow, were numer- 
ous, defiant and bitterly inimical to the man who had betrayed 
their chief and placed himself in the presidency through the adven- 
titious support of the United States. Those Liberals who had 
temporarily followed Estrada into the Conservative camp could 
hardly be expected to maintain the alliance, now that Zelaya 
had been eliminated. Dissension was also rife among the Conserv- 
atives, who were avid for the spoils of office after their long exile, 
and their importunities affected even the cabinet, loosely held 
together by the Dawson agreements. 

The real power in the Government was Luis Mena, the minister 
of war. He had formerly supported Emiliano Chamorro, who was 
the favorite of the Conservatives, but the recent campaigns had 
given him official precedence over his former patron. Chamorro, 
however, controlled the Constituent Assembly and by aid of his 
followers attempted to put through a constitution that would 
make that body superior to the President. In April, Estrada 
dissolved the Assembly, whereupon Chamorro left the country. 
Then Mena sought to bring together a convention that would 
support his own pretensions. In May, Estrada tried to remove 
Mena from office and thereby threatened to precipitate an armed 
clash at the capital. The American minister intervened to prevent 
bloodshed, Estrada resigned, and Adolfo Diaz became President. 
Mena retained his office and his power in the Government, which 
gradually assumed a more Conservative character.® 

Despite these personal bickerings measures were being under- 
taken to carry out the financial reconstruction of the republic. 
There was desperate need of them. Madriz had left a substantial 


1 For the situation at this time see For. Rel., 1911, p. 655-659. 
2 Ibid., p. 656-657. 
3 Jbid., p. 660-662; Munro, op. cit., p. 234. 
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sum in the treasury but this had been distributed among the 
various factions in payment of claims for damages, real or fictitious, 
incurred in the course of the revolution. Moreover, to favor his 
followers Estrada had forced into circulation large issues of paper 
money. The total public debt when Estrada took charge was 
about 32 million pesos. This included the foreign debt, which 
had been consolidated by Zelaya shortly before his fall. Madriz 
had suspended service on this debt and the holders were now de- 
manding immediate attention. Revenues had naturally decreased 
during the revolt and the new Government had not been able as 
yet to increase them. The general lack of confidence showed 
itself in the fluctuations of exchange, and ill-considered issues 
of paper money intensified the situation. Estrada had canceled 
numerous concessions issued by the former Government and 
those affected now came forward to demand restoration of privi- 
leges or to seek compensation for alleged damages.! 

The first step in rehabilitation called for a study of the situation 
by a financial expert. On the recommendation of the State 
Department, Ernest H. Wands was named by Estrada for this 
purpose. Following his report the Nicaraguan minister to the 
United States, Salvador Castrillo, signed with Secretary Knox, 
June 6, 1911, a treaty which provided for aid in securing a loan of 
$15,000,000 from American bankers. The proceeds were to be 
used in paying claims against the Government, in consolidating 
the debt and stabilizing the currency, and in building a railroad 
to the eastern coast. During the continuance of the debt the 
customs were to be in charge of a collector-general. This official 
was to be appointed by the Nicaraguan executive on the nomina- 
tion of the bankers making the loan and his selection was subject 
to the approval of the State Department. Such was the famous 
Knox-Castrillo convention that was thrice rejected by the United 
States Senate.’ 

While the arrangements ior this treaty were under way steps 
were being taken to carry out another provision of the Dawson 
agreements. The Mixed Claims Commission — whose purpose 
was sufficiently indicated by its name — began work in May. 
Two Americans and a Nicaraguan made up the commission. At 


1 John Parke Young, Central American Currency and Finance, p. 135-138. 
2 For text see Appendix I, 3, p. 832. 
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its head was Judge Otto Schoenrich, who had already served 
in a similar capacity in Santo Domingo. In the course of three 
and a half years this commission passed on 7,908 claims, most of 
which were for petty losses incurred during the revolutionary 
disturbances. The total amount demanded by the claimants 
was $13,808,161 and that allowed was $1,840,432. The small 
percentage of this award — about 14% — is not unusual in similar 
cases. It is significant that American claimants received only 
about 7% of their demands. Many of their claims, however, 
were for fraudulent concessions or were based on anticipated 
profits rather than on actual losses. The numerous Nicaraguans 
whose live stock had been killed or driven off by battling marauders 
received a more adequate allotment on their claims — about 20%. 
The patience shown by the commissioners in their tedious task 
and the spirit of fairness evidenced by the award bear testimony 
to the high character and the usefulness of their work.! 


Tue Banxkina ContTRACTS 


On the strength of the proposed treaty the Government of 
Nicaragua, September 1, 1911, signed contracts with Brown 
Brothers & Company and J. and W. Seligman & Company of 


1 Young, op. cit., p. 138-141; For. Rel., 1911, p. 625-647. For a sketch of the 
work of the commissions see article by Judge Otto Schoenrich, “‘The Nicaraguan 
Mixed Claims Commission,” in American Journal of International Law, 9, p. 
858-869. 

The lack of funds with which to pay these claims created some embarrassments 
with European claimants. Upon this point the following suggestion was later 
submitted to the Secretary of State by the Latin American Division of the De- 
partment: 

“For some time past the Department has been taking the position vis-4-vis 
European Governments that it would be better for them to submit their claims 
to the American-Nicaraguan claims commission than to subject themselves to 
the probably unsatisfactory handling of their claims by an all-Nicaraguan com- 
mission. ‘This is an acquiescence in the paramount influence and importance of 
the United States Government in Central America, which, in the present state of 
affairs, the European Governments seem unwilling to give. At present their 
desire seems to be that the claims of their nationals shall be passed upon by mixed 
commissions composed of Nicaraguans and people of their own nationalities; that 
is, French claims to be passed upon by a commission composed of Frenchmen and 
Nicaraguans, British claims by British and Nicaraguans, etc. 

“As is indicated above, the European nations could probably be induced to for- 
sake their pretensions with regard to a special claims commission if Nicaragua 
could get money from the bankers and go ahead with the payment of claims which 
have already been adjudicated by the American-Nicaraguan commission.” (For. 


Rel., 1913, p. 1041.) 
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New York, for a loan of $15,000,000. While awaiting the ratifica- 
tion of the treaty, the contracting parties proceeded to initiate 
the loan feature of the Dawson agreement by arranging for a 
small advance loan of $1,500,000, in exchange for treasury bills, 
to be secured, like the projected larger loan, by the customs 
revenues. Colonel Clifford D. Ham, formerly of the Philippines 
Customs service, was at once appointed collector-general of 
customs and he has continued in this post ever since. He was at 
one and the same time the representative of two sets of bond- 
holders, American and European, and was answerable for the 
conduct of his office to the Minister of Finance of Nicaragua and 
the Secretary of State of the United States. To these officials he 
renders quarterly reports of receipts and disbursements. Through- 
out the vicissitudes of the past 15 years he has retained definite 
control of his immediate working force, despite the opposition of 
scheming politicians and of former favored importers. The marked 
improvements that he has affected and his long continuance in 
service speak well for his tact, ability and honesty in deed and 
purpose. 

In addition to the appointment of a collector-general, the plan 
for financial reorganization comprised provisions for an annual 
budget to cover ordinary expenditures, for a special fund to meet 
extraordinary expenditures and for a national bank. The ma- 
jority stock of the bank and likewise of the National Railway, 
were, in lieu of other security, turned over to the bankers who 
had advanced funds to meet urgent needs. Moreover, the Gov- 
ernment pledged itself not to alter its customs laws and internal 
taxes without the consent of the American creditors. 'The latter, 
shortly after initiating their policy, also arranged to act as agents 
for collecting internal taxes, should need for such a step arise. 
The bankers were unwilling to make the larger loan deemed 
necessary for the complete rehabilitation of the country. The 
preliminary loan of $1,500,000, however, in a measure bound them 
to continue their connection with the Nicaraguan Government 
and even to increase their stake by other small loans, when the 
first advance was shown to be insufficient. This led the bankers 
to take an option on 51% of the stock of the National Railway and 
later to purchase this stock outright for a million dollars. They 
also agreed to act as agents toward the English and French bond- 
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holders. This arrangement and the excellent management under 
the collector-general form the outstanding features of “dollar 
diplomacy” in Nicaragua.! 

A feature of the agreement establishing the right of “protec- 
tion” and creating the United States — or its Secretary of State 
— a final arbiter reads: ? 


The bankers either for themselves or representing the bill holders 
shall have the right to solicit the United States for protection against 
the violation of this agreement or aid in imposing its fulfilment; and the 


1 For the general features of the plan ef. Young, op. cit., 141-144, and Munro, 
op. cit., 235-240; see also For. Rel., 1912, p. 1078-1082. The texts of all financial 
contracts have been published in Memoria de Hacienda, Seccién de Esta distica, 
de la Republica de Nicaragua. Robert W. Dunn, American Foreign Investments, 
and Foreign Loans, Hearings before the Subcommittee of the Committee on Foreign 
Relations, United States Senate, 68th Cong., 2nd sess., pursuant to S. Con. Res. 
22... February 25 and 26, 1926, contain the more important texts. The fol- 
lowing are the principal documents: 

Agreement on gold treasury bills, September 1, 1911, Foreign Loans, p. 152; 
Dunn, op. cit., p. 340. 

Schedule B, contract of trust and fiscal agency, Dunn, op. cit., p. 355. 

Schedule D, railway concessions, Dunn, op. cit., p. 361. 

Agreement for settlement of debt (Ethelburga Syndicate), May 25, 1912, 39th 
Annual Report of the Council of the Corporation of Foreign Bondholders, p. 262. 

Collateral trust agreement, October 8, 1913, cf. For. Rel., 1913, p. 1055. 

Agreement for purchase of treasury bills, October 8, 1913, ef. For. Rel., 1913, 


p. 1055. 
Agreement for purchase of railroad and bank stock, October 8, 1913, Dunn, 


op. cit., p. 372. 

Agreements between Nicaragua and the National Bank and the Ferrocarril del 
Pacifico de Nicaragua, ef. For. Rel., 1913, p. 1055. 

Agreement between Nicaragua nd the bankers, December 2, 1914, Foreign 
Loans, p. 162. 

Postponements of payments of loans were made by contracts dated January 5, 
July 16 and October 26, 1916. 

Contract on treasury bills with bankers, October 20, 1917, cf. For. Rel., 1917, 


p. 1151. ‘ ! 
Contract with National Bank on payment of interest, October 20, 1917, Foreign 


Loans, p. 165. i 
Contract with bankers on Emery claim, October 20, 1917, cf. For. Rel., 1917, 


- 1151. 
if Contract with Corporation of Foreign Bondholders, October 20, 1917, of. For. 


Rel., 1917, p. 1151. f 

Financial plan, November 14, 1917, Foreign Loans, p. 167. ; 

Internally in Nicaragua the financial plan is regarded as established by Decree 
Law No. 3 of August 31, 1917 (Appendix III, 2, p. 842). With respect to the 
creditors the financial plan is a document annexed to the contracts of October 20, 
1917, which was approved by the Nicaraguan Congress by Decree Law No. 18 
of November 14, 1917 (For. Rel., 1917, p. 1151). 


2 Foreign Loans (S. Con. Res- 22), p. 155. 
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Republic and the bankers hereby consent and contract that if any con- 
troversy, question, dispute or difficulty of any kind arises in respect to 
the interpretation or fulfilment of this agreement, such controversy, 
question, dispute or difficulty shall be immediately submitted by one or 
both of the contracting parties to this agreement to the Secretary of 
State of the United States for its determination, resclution and sentence, 
and all determination, resolution and sentence that is rendered after 
such a submission shall be and is hereby accepted by both contracting 
parties as final and conclusive, and at once and in agreement with its 
terms and specifications it shall be recognized and adopted, and faith- 
fully executed by the Republic and the bankers. 


The purchase of railroad stock by the bankers, their control 
of 51% of the stock of the National Bank, the administration of 
the customs by the collector-general, the composition of the 
claims commission and the advisory position assumed by the 
American minister, virtually placed Nicaragua under the influ- 
ence of American interests. In return, the foreign debt was 
refunded and its annual interest charge reduced from 6 to 5%, 
the currency was stabilized, the customs were honestly adminis- 
tered and efficiently collected, thus materially increasing receipts, 
and the country was enabled to weather the crisis caused by the 
outbreak of the World War. These results represented a sub- 
stantial, if not striking, betterment, but there were critics who 
complained that these fiscal improvements were purchased by 
Estrada and his successor at too great a sacrifice of national 
independence. 


Tue Miirary INTERVENTION 


The nonratification of the Knox-Castrillo treaty meant a set- 
back in the wider plan for commercial and fiscal betterment in 
Nicaragua. ‘To this ill fortune must be added another revolu- 
tionary outbreak in 1912. General Mena, the real power in the 
Government after the retirement of Chamorro in April, 1911, 
was becoming increasingly hostile to Diaz and to the American 
interests that supported him. The temporary loans to which the 
administration had been forced to resort, and the provisions to 
secure them, formed convenient pretexts for opposition. In 
October, 1911, Mena had caused a hand-picked Assembly to 
elect him President for the term beginning January 1, 1913. This 
step was contrary to the first Dawson agreement (which con- 


‘REVOLT AGAINST DIAZ 17 


templated a popular election) and directly in opposition to the 
wishes of the Granada aristocracy.1_ Moreover, early in 1912, 
Mena’s supporters forced through the Assembly a constitution 
that would have prevented such contracts as were then being 
negotiated with the New York bankers.2. Mena’s activity had 
already led Diaz to appeal to the United States for aid and to 
suggest a treaty that would at any time permit the United 
States to intervene in Nicaragua, in order to preserve and main- 
tain a stable government.? Of this request we shall hear more 
anon. It would confer upon Nicaragua virtually the status of 
Cuba. 

In July, 1912, Diaz was emboldened by the support of the 
Granada aristocracy to depose Mena as minister of war and 
appoint Emiliano Chamorro in his stead. Mena, who retained 
the support of the army, fled to Masaya and there proclaimed a 
revolt against Diaz. Many Liberals joined him under the leader- 
ship of Benjamin Zeledén, formerly Zelaya’s minister of war. 
At Leén a revolt threatened to cut communications on the rail- 
way, which had recently passed under American control. For a 
time the outbreak promised to be successful, but Mena became 
critically ill and the command of the insurgents devolved on 
Zeledén. Thus the struggle became another phase in the con- 
flict between Conservatives and Liberals. 

When the new revolt broke out the American minister called 
upon Diaz to protect American lives and property. The minister 
of foreign relations replied, August 3, that his Government needed 
all its forces to put down rebellion, and added: 4 

1 For the political situation, which had a direct bearing on the proposed loan 
and other fiscal matters see For. Rel., 1911, p. 663-671; cf. also Munro, op. cit., p. 
242-245. 

2¥For this Constitution and the correspondence accompanying its adoption, 
see For. Rel., 1912, p. 993-1011. The Constitution was proclaimed January 12, 
1912. 

3 Ibid., 1911, p. 670, 671; see also Appendix I, 4, p. 823; Young, op. cit., p. 
169, 170; Munro, op. cit., p. 242-245. Secretary Knox paid an official visit to 
Nicaragua early in 1912 partly in a fruitless endeavor to bring about harmony 
between the contending factions; see For. Rel., 1912, p. 1109-1127; for the politi- 
cal intrigues of this period, cf. ibid., p. 1012-1042. George T. Weitzel became 
American minister December 21, 1911. 

4Tbid., 1912, p. 1026-1071. For the specific request of Diaz see ibid., p. 
1032, 1043, 1044 and Appendix I, 5, at p. 825. For a general account of con- 
ditions, see Young, op. cit., p. 171-174, and Munro, op. cit., p. 242-244. 
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In consequence, my Government desires that the Government of the 
United States guarantee with its forces security for the property of 
American citizens in Nicaragua and that it extend its protection to all 
the inhabitants of the Republic. 


This request betokened close relationship between the Ameri- 
can minister and the head of the Government to which he was 
accredited. The response was correspondingly prompt. On 
August 4 a detachment of nearly 100 men from the U.S. S. An- 
napolis arrived in Managua and at once took precautions to keep 
the railway open to the coast. Some eleven days later, after 
the revolutionists had bombarded the capital and the representa- 
tive of Brown Brothers had requested further protection, Major 
Smedley D. Butler reached the capital from the Canal with a 
force of about 350 marines. Early in September Admiral William 
H. H. Southerland brought reinforcements, and in the course of 
the next two months eight American vessels landed marines and 
bluejackets so as to bring the total forces up to more than 2,700 
men.! 

One of the avowed purposes of this military occupation was to 
protect and keep open the railway, then under the control of an 
American corporation. This, it will be observed, is in keeping 
with the famous precedent for intervention established at Panama 
a decade earlier. The prompt arrival of these troops disheartened 
the revolutionists. Mena surrendered to Admiral Southerland, 
September 25.2 A few days later the American contingent stormed 
and captured the rebel position at Masaya and on October 6 the 
insurgents surrendered Leén, their last stronghold. Seven Ameri- 
cans lost their lives in these encounters and an unrecorded number 
of Nicaraguans. 

In view of these casualties not to mention other serious losses, 
one is tempted to inquire if the intervention was worth while. 
Evidently the State Department deemed the situation in August 
and September of 1912, as most disquieting. “In discounte- 
nancing Zelaya,” ran its dispatch of September 4, 1912, “the 

1 Military intervention by the United States immediately provoked protests 


from the neighboring Central American states, particularly Salvador; ef. For. 
Rel., 1912, p. 1042-1049, and Libro Rosado (San Salvador), September, 1912. 
2 For the subsequent attitude of the State Department toward Mena and its 


attempt to control his movements, see For. Rel., 1912, p. 1050; and zbid., 1914, 
p. 183-185. 
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Government of the United States opposed not only the individual 
but the system, and this Government could not countenance 
any movement to restore the same destructive régime. The 
Government of the United States, will, therefore, discountenance 
any revival of Zelayaism and will lend its strong moral support 
to the cause of legally constituted good government for the benefit 
of the people of Nicaragua.” 

From this dispatch we may infer that the Washington Govern- 
ment was primarily led to intervene in order to prevent the re- 
currence of a régime resembling Zelaya’s. It looked upon that 
dictator, and rightly, as a source of chronic discord in Central 
America. It regarded itself, now that Mexico was eliminated from 
consideration as a result of its revolution, as the sole, but accept- 
able, guardian of peace under the convention of 1907. The régime 
that it chose to support was technically “legally constituted” 
and Secretary Knox undoubtedly felt that its continuance in 
office, with the aid of American bluejackets and marines, was es- 
sentially “for the benefit of the people of Nicaragua;” but so far 
the policy of intervention had caused far more destruction of 
lives and property than the ordinary Central American revolu- 
tion. In view of these inordinate losses, therefore, the average 
Nicaraguan, granted that he compared results at all, might well 
have asked himself if intervention were preferable to noninter- 
ference. 

There were doubtless many in Nicaragua and throughout all 
Latin America who attributed to the policy of the United States 
other motives than the “benefit of the people of Nicaragua.” To 
such its recent corporate and fiscal activities throughout the whole 
Caribbean area — not to mention growing influence at Panama 
— afforded an adequate explanation for military measures in 
Nicaragua. “Dollar diplomacy,” so they reasoned, was simply 
taking the logical next step. Covert aid in factional strife had 
become open intervention. 


Tuer Pouirican AFTERMATH 


After the suppression of the revolt and while the marines were 
still in Nicaragua came the election of president. ‘The Conserv- 
atives generally preferred Chamorro, but Diaz held possession 
of the election machinery. Once more the American minister 
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mediated in behalf of peace, persons and property. Through his 
efforts the Chamorristas were induced to accept Diaz as presi- 
dent, while the post of minister in Washington —in many re- 
spects preferable to the other — fell to their chieftain. Following 
this bargain and while the greater part of the marines was still 
in the country, between 3,000 and 4,000 votes were cast for the 
designated candidate.! The American troops were then with- 
drawn, with the exception of a legation guard of one hundred 
marines. This force remained as a definite reminder of the real 
power that controlled the country. 

Notwithstanding this support (or perhaps because of it) and 
despite the general moderation of his Government, Diaz proved 
neither a popular nor particularly successful executive. In the 
first place the financial condition of the country — an ostensible 
motive for intervention — did not improve. It is true that during 
the only normal year after Diaz assumed control (1913) the 
revenues were somewhat higher than during the best year (1906) 
under Zelaya, but increases in debt and in expenditure more than 
absorbed this gain. The Government was unable to meet current 
expenses and called on the bankers for further aid. The latter as 
security assumed the collection of all the revenues with the Na- 
tional Bank as its agent. The difficulties experienced by Ameri- 
can subordinates in enforcing local fiscal laws, led them after a 
year’s trial to abandon the collection of internal revenues. In 
October, 1913, the bankers took over an issue of treasury notes 
to the extent of $1,000,000 and paid a like sum for the controlling 
interest in the National Railway. With this money the Govern- 
ment paid off its current obligations and increased the stock of 
the National Bank from $100,000 to $300,000. These measures 
promised some temporary relief, but at the cost of increased 
indebtedness to foreign bondholders.? 

The European War put an end to all hopes of speedy financial 


1 Munro, op. cit., p. 245. 


* The loan contracts were negotiated in close contact with the Department of 
State and in their final form were approved by Secretary of State Bryan on 
October 6 (For. Rel., 1913, p. 1057). A clear statement of the conditions was a 
summary by Brown Brothers & Co. and J. and W. Seligman & Co. sent to Mr. 
Bryan on September 4 (ibid., p. 1052). A press statement of the features of the 
contracts was issued “with the assent of the Department of State’? on October 
20 and is printed in For. Rel., 1913, p. 1061. The text of the agreement for pur- 
chase of stock is printed in Dunn, op. cit., p. 372. 
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betterment. Business came to a standstill. Service on the 
foreign debt was temporarily suspended in the fall of 1914 and 
similar suspensions occurred later, as occasion required, with the 
proviso in each case for resumption and the payment of ar- 
rearages. ‘There were issues of additional currency to supply 
the pressing needs of government and of the coffee growers, who 
found themselves cut off from their ordinary European markets. 
For a time also the sale of bills of exchange on New York was 
suspended. As this was the method by which the paper money 
of the National Bank was maintained at par, this suspension 
meant the temporary abandonment of the gold standard. 

In addition to these fiscal difficulties the country suffered from 
the usual backwash of civil strife. Reductions made in the army 
on the score of economy led to an increase in banditry. The 
inability of the Government to pay its employees and the partial 
or total failure of crops intensified the commercial crisis and still 
further cut down the ordinary revenues. The financial arrange- 
ments with the New York bankers rendered the Government 
increasingly unpopular. Intrigues and petty revolts were frequent 
and only the obvious intention of the United States to prevent a 
general outbreak kept the country from another civil war.! 

The domination of Washington was strikingly shown in the elec- 
tion of 1916. There were three principal factions to be con- 
sidered. The administration group put forward as its candidate 
~ Dr. Carlos Cuadra Pasos. He was a Conservative whose family 
among the Granada aristocracy shared prestige with the Chamor- 
ros. While acceptable to the United States he was not more so 
than General Emiliano Chamorro, whom the majority of the 
Conservatives undoubtedly preferred. The Liberals were more 
numerous than their opponents and if the marines should be with- 
drawn, or if the country could be assured a fair election under 
outside supervision, they were confident of carrying the day. 
But they lost their chance by putting forward as their candidate 
Dr. Julian Irias, a former close associate of Zelaya. The Ameri- 
can minister openly supported Chamorro. In August Irias was 

1¥For a detailed description of fiscal conditions in Nicaragua during 1913 and 


1914 and of measures to remedy them ef. Young, op. cit., p. 145-176, and Munro, 
op. cit., p. 245-248. See also For. Rel., 1913, p. 1034-1067 and ibid., 1914, p. 


945-953. ; y 
Benjamin L. Jefferson became American minister on June 21, 1913, serving 


until 1921. 
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not permitted to enter the country for the purpose of carrying on 
his campaign, and later Cuadra withdrew. This assured the 
election of Chamorro and in January, 1917, he was inducted into 
the coveted presidency.! 


Tur Bryan-CHAMORRO TREATY 


Reference has already been made to the refusal of the Senate 
to ratify the Knox-Castrillo loan treaty. Following that failure, 
in February, 1913, the representatives of the two countries under- 
took a new pact on a different basis. By the terms of this agree- 
ment the United States was to secure the option, good for a 
century, to construct a canal across Nicaragua. At the same 
time the United States was given the perpetual privilege of forti- 
fying the Corn Islands on the Caribbean Coast and of constructing 
a naval base on the Gulf of Fonseca. In return for these conces- 
sions the United States agreed to pay Nicaragua $3,000,000. 

The financial difficulties then confronting Nicaragua made such 
a payment very acceptable. Nor were the concessions of minor 
importance to the United States. They served to define more 
clearly the relations of that nation with Central America and 
might conceivably lighten the odium of mere fiscal measures. 
Unfortunately, the agreement has had just the opposite effect. 

The treaty was under consideration when Taft gave way as 
President of the United States to Wilson, and Bryan became the 
latter’s Secretary of State. On May 22 the Latin American 
Division of the Department of State submitted a memorandum 
on the situation of Nicaragua to the new secretary. After re- 
counting the embarrassment due to the Senate’s inaction on the 
Knox-Castrillo treaty and mentioning the need of funds with 
which to settle the claims, local and foreign, against the country, 
the memorandum concluded: ® 


What Nicaragua needs and wants is peace. It seems doubtful whether 
she can secure it without some support and cooperation on the part of 
the United States. She can certainly not secure it unless she can obtain 
the funds necessary to pay the awards of the claims commission, to 


1Munro, op. cit., 249-252. 


2See For. Rel., 1913, p. 1021-34; <bid., 1914, p. 953-969; <bid., 1915, p. 1104— 
1121; 2bid., 1916, p. 849-852. 


3 Ibid., 1913, p. 1042. 
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refund all of her old foreign and internal debts, to pay the salaries of 
Government employees which are now in arrears, and to undertake 
much needed work in developing the resources of the country. 

Perhaps the most marked instance of the so-called dollar diplomacy 
of the past Administration was to secure these results to Nicaragua by 
means of the loan convention. The time has now arrived for the present 
Administration to define its attitude toward that loan convention and 
toward the Nicaraguan questions in general. 


In keeping with this admonition the Nicaraguan legation at 
Washington listed for the Department of State the various forms 
of indebtedness which its Government wished to refund by means 
of a long-term loan. They are grouped as follows: ! 

A. $6,200,000, a bonded loan issued by the Ethelburga Syn- 
dicate of England, secured by first lien on the customs receipts 
up to $31,500 monthly; interest at 5%; bonded debt contracted 
in 1909 by the Zelaya Government at 75, bearing 6% interest. 

B. $750,000 to Brown Bros. & Co. and J. and W. Seligman & 
Co. of New York, secured by balance of the customs receipts, 
bearing interest at 6% per annum, due October 15, 1913; the 
balance of sums aggregating $2,655,000, advanced by the bankers 
since January, 1912, at par. 

C. $1,500,000 to miscellaneous creditors of the Government 
for salaries unpaid, supplies furnished, advances made, etc.; 
causing the most trouble and most urgent. 

D. Approximately $3,000,000 in claims against the Govern- 
ment growing out of revolutions and bad government; nominal 
amount probably ten million, but believed to be reducible to 
three millions or perhaps less. 

Later on August 30, Pedro Rafael Cuadra, the finance minister 
of Nicaragua, reverted to the subject. He was then in Washing- 
ton on an official visit and in a note to the Secretary of State 
reviewed the financial obligations to which his country had re- 
cently committed itself. For these commitments he seemed to 
hold the United States partly responsible. He reiterated the 
necessity for a long-term loan, but mentioned as an alternative 
a smaller one of four millions. In return for the immediate bene- 
fits anticipated from the latter, he indicated his readiness to sub- 
mit to the State Department all details with respect to claims, 


1 For. Rel., 1913, p. 1043-1044. 
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guaranties, the management of the railroad and bank, and the 
appointment of a financial agent. He closed with this appeal: 


Your cordial interest in my country, for which we Nicaraguans can 
never be grateful enough, has allowed this matter to be in your hands; 
and we appeal to your excellency to find some way whereby the different 
bankers who have made proposals, may in the shortest possible time 
arrange them in conformity with the outline stated above, which har- 
monizes with the interests of our country. 


Thus approached, Mr. Bryan in definitely taking up the treaty 
added an article embodying the “protector plan,” suggested by 
Diaz two years before.2. Under its terms Nicaragua was not to 
declare war without the consent of the United States nor to enter 
into any treaties with foreign nations that would affect its inde- 
pendence or territorial integrity. Furthermore, the United States 
could intervene in the affairs of Nicaragua, whenever necessary to 
preserve that country’s independence or to protect life and prop- 
erty. This additional article failed to meet with the approval 
of the United States Senate. Messrs. Bryan and Chamorro 
accordingly signed a new treaty, August 5, 1914, without the 
“protector” article, but embodying the other features. This 
treaty with some modifications and additions the Senate accepted 
and it was ratified and proclaimed June 24, 1916.4 

Before this date both Costa Rica and Salvador protested against 
the canal and fortification features as a violation of their rights.5 
Their opposition did not lead to any immediate changes in the 
treaty but when ratifying the agreement, the United States 
Senate added a declaration that nothing in it should affect any 
existing right of those two countries or of Honduras. This, how- 
ever, failed to satisfy the protesting Governments, nor were later 
offers of the State Department to make similar treaties with them 
more effective.6 On March 25, 1916, before the ratification of 


1 For. Rel., 1913, p. 1049. 

2 See p. 718, 823. 

3 See Appendix IJ, 1, p. 827. 

4See Appendix II, 5, p. 838. 
i 5 Pa Appendix II, 2, p. 828; also The New Pan Americanism, Pt. III, Appen- 

ix IV. 

6 For proposals of this character see Appendix II, 3, p. 832, and for the proviso 

ef. Appendix II, 5, at p, 840. : 
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the treaty, Costa Rica made it the subject of a complaint before 
the Central American Court of Justice, and in August of that year 
Salvador also presented its case to that body. 

Costa Rica believed that the treaty affected its right to the 
free navigation of the lower part of the San Juan River. This 
right was conferred by a treaty with Nicaragua in 1858 and con- 
firmed by an arbitral award of President Cleveland 30 years later. 
By this treaty Nicaragua had also agreed to consult Costa Rica 
before entering upon a canal contract. Moreover, Costa Rica 
contended that the Bryan-Chamorro treaty also violated the 
Washington convention of 1907, which gave each of the Central 
American Republics the use of the navigable waters of the others. 
On these bases and because the contracting parties knew when 
they signed the treaty that Nicaragua was incapable of giving the 
concessions in question, Costa Rica asked that the treaty be 
nullified. 

Before the original treaty was modified by Mr. Bryan, Salvador 
claimed that there was a sort of condominium, or common posses- 
sion, of the waters of the Gulf of Fonseca by the three states 
owning its littoral that prevented the alienation of any portion 
of the shore except by joint consent obtained through a plebiscite. 
The United States replied by stating such was not its interpre- 
tation of the situation nor, in view of agreements ratified and 
unratified between the three republics, was it evidently the 
interpretation of Nicaragua and of Honduras or even of Salvador 
itself. Salvador rejoined that these same agreements with her 
neighbors were proofs of joint ownership. 

The most serious objection to the proposed naval station was 
that it would constitute a menace to the “freedom of life and the 
autonomy” of Salvador and its neighbors. ‘This would be true, 
however much the United States should “take to heart,” as it 
promised, the interests of all Central America. Obviously, a 
powerful nation could not plant a naval station so near smaller 
countries without materially influencing both their internal and 
external policies. Moreover, should the United States become 
involved in war with another major state, a detached naval 
station, such as the one contemplated on the Gulf of Fonseca, 
might prove an enticing object of attack to its enemy, with result- 
ing detriment to all the surrounding area. 
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Salvador also claimed that the naval station would interfere 
with the reestablishment of a Central American Union. In reply, 
the State Department contended that the treaty gave the United 
States no right nor interest beyond what it already had, and that 
in no way “would [its government] place obstacles in the way of 
the political union of the Central American states.” 

On February 9, 1916, Salvador renewed its protest. On this 
occasion its minister claimed that the treaty affected the neu- 
trality of Honduras and thus was contrary to that article of the 
treaty of Washington of 1907 which guaranteed the perpetual 
neutrality of that state. Secretary Lansing in rebuttal quoted the 
language of the article in question and also referred to the proviso 
added to the Bryan-Chamorro treaty by the Senate, fully guaran- 
teeing the rights of Honduras and the two other republics. This 
exchange of notes closed the direct controversy between the United 
States and Salvador.! 

The Minister of Foreign Relations of Salvador thereupon 
transmitted this correspondence to the chancellery of Nicaragua. 
The reply from the latter was able but not convincing. Nicaragua 
was surprised that Salvador addressed itself directly to the United 
States and assumed to speak for all Central America. Nicaragua 
denied any claim on the part of the other two republics to common 
possession of the entire gulf and contended that it could act as 
sovereign in its own portion. Nicaragua possessed the right to 
create a naval station there for itself and could also lease this right 
to another, if it wished. While devoted to the idea of reestablish- 
ing the Union of Central America, Nicaragua was privileged to 
take such measures as would contribute to its own security as a 
nation and to its future welfare and development. In the pursuit 
of these ends its Government did not need to appeal by plebiscite 
or otherwise to the government or people of any other nation. 
Its action in no way violated the territory or neutrality of Hon- 
duras, nor did it alter its own “constitutional order” or that of 
the others. The minister refused to discuss, “as a fact foreign to 
the present question, the consequences that would result from a 
strong and powerful nation being in control of a part of the terri- 
tory of a weak nation.” 

1¥or the protests of the two countries see New Pan Americanism, Pt. III, 


Appendix IV, p. xxili-xxx; also For. Rel., 1916, p. 811-898; ibid., 1917, p. 1100- 
1112. 
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It was, as has been intimated, precisely this feature that from 
the standpoint of Salvador and its neighbors constituted the 
chief menace of the Bryan-Chamorro treaty. In respect to 
technical violations of existing treaties the Government of Nica- 
ragua could present plausible arguments against the contentions 
both of Salvador and of Costa Rica. To the argument of the 
latter that the treaty violated the Cafias-Jérez treaty of 1858 and 
President Cleveland’s award, both the United States and Nica- 
ragua replied that the Bryan-Chamorro Convention simply re- 
lated to an option on a possible canal route and was not a treaty 
for the actual construction of a canal. Thus, their action in no 
way affected the rights of a third party, but to make sure the 
United States stood ready at any time to make a similar treaty 
with Costa Rica. This offer was in keeping with protocols signed 
by Secretary Hay with the representatives of the two republics, 
December 1, 1900.1 Meantime the declaration of the United 
States Senate definitely secured the rights of Costa Rica, whose 
appeal to the Court, therefore, was premature. 

Nicaragua furthermore claimed that the Cleveland award and 
the Bryan-Chamorro treaty lay outside the jurisdiction of the 
Central American Court and that neither of them gave Costa 
Rica basis for a claim, unless “the construction of a canal should 
involve damage to her property rights.” Any decision of the 
Court, therefore, would be null and void for want of jurisdiction.? 

The decision of the Court was rendered September 30, 1916, 
with the member from Nicaragua absent. The Court declared 
that it had jurisdiction in the case and that Nicaragua had vio- 
lated the rights of Costa Rica under the Cajfias-Jérez treaty of 
1858, the Cleveland award of 1888 and the Central American 
treaty of 1907. As the Court had no jurisdiction over the United 
States, it refrained from declaring the treaty null and void. Its 
decision of March 2, 1917, in the case of Salvador was of similar 
import. Neither the United States nor Nicaragua paid any 
attention to the decisions. 

This pointed disregard by the United States of a body that was 
in a peculiar sense its own creation seemed to render useless the 


1 For. Rel., 1916, p. 821. 
2 New Pan Americanism, Pt. III, p. xxxi, xxxiv. 
3 Ibid., p. xxxv-xxxvi; For. Rel., 1917, p. 1100, for full texts. 
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further continuance of the Court. Much had been anticipated 
from its organization. Its members had not generally main- 
tained the judicial attitude that had been hoped for and its de- 
cisions in the most important cases that came before it were 
flouted by both defendant and original sponsor; but it was a 
praiseworthy experiment. Its course was brief and its sanctions 
restricted. It may be regarded, however, as the victim of economic 
forces too powerful for its constituency. The United States, by 
its earlier intervention in Central America, had brought the 
Court into being. Whether it could have added to the institu- 
tion’s span of life and usefulness by forcing its protégé in this in- 
stance to respect the awards must remain an unanswered ques- 
tion. Certainly by not intervening the United States made the 
Court’s dissolution inevitable. 


Tue DisposaL OF THE CanaL FunpD 


In addition to inter-American complications the Bryan- 
Chamorro treaty presented a knotty financial problem. Both the 
officials and creditors of Nicaragua overestimated the relief to be 
afforded by the money payment of that pact. To harassed 
officials the canal bonus seemed to promise a ready means of 
meeting the clamors of unpaid employees, of importunate claim- 
ants, and (perhaps) of distrustful loan holders. On their part 
the New York bankers, acting for themselves and in behalf of 
other foreign creditors, presented their claims for the immediate 
payment of arrearages in interest and sinking fund charges and 
for the redemption of temporary loans and other obligations that 
they had been forced to let accumulate during the recent unpro- 
ductive years. It was obviously impossible to satisfy from a 
three-million-dollar fund the desires of both groups, but under 
the prevailing conditions of diplomacy it was the function of the 
State Department to attempt this desperate task. 

The two parties in question had already taken measures for 
mutual accommodation. At any rate the Government of Nica- 
ragua agreed, December 2, 1914, in return for a new issue of 
treasury bills and the extension of temporary loans, to reimburse 
the bankers from the treaty fund. This was long before ratifica- 
tion, but the arrangement had the express approval of Secretary 
Bryan. Accordingly, on July 17, 1916, both the financial agent of 
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Nicaragua and the bankers asked Secretary Lansing for the prompt 
payment of the major sums agreed upon. 

The request did not meet with the approval of the Department. 
In the first place it was looked upon as premature to consider the 
disposal of funds before they were appropriated or even before 
ratifications of the treaty were exchanged. In the second place 
it seemed inconsistent with the third article of the treaty which 
was to the effect that the two High Contracting Parties must 
both agree as to the way the funds mentioned in it were to be 
applied. Upon this point there followed a correspondence ex- 
tending over some three months, during which the American 
minister to Nicaragua pointed out that the payment of the 
amounts suggested would use up the entire fund and leave nothing 
for the numerous claimants in Nicaragua. He suggested that 
these should be paid first and then the balance should be dis- 
tributed pro rata among the chief creditors, making with the latter 
some arrangement for the remainder due them. In paying these 
claims, however, he thought that many of them might be scaled 
down — some to the extent of 50 or 60%.! 

While the parties immediately concerned — the financial agent 
of Nicaragua, the bankers, Secretary Lansing and Mr. Jefferson — 
discussed the question of priority in payment, the financial 
burdens of the outgoing executive in Managua did not grow less. 
Nor did his successor, General Chamorro, anticipate an easier lot. 
Indeed, the latter told the American minister that he should assume 
office without a cent in the treasury. The prospect of facing a 
host of disappointed local claimants, whose petty awards had so 
far remained unpaid, was not pleasing, nor with steadily decreasing 
revenues did he relish the task of attempting to pay up the half 
million arrearage in the civil list.2, Naturally, he turned to his 
North American backers for such solace as they could afford him. 

Fortunately for him, relief was already in sight. At a conference 
of interested parties in Washington on December 18, 1916, it was 


1 For the general discussion summarized in these two paragraphs, ef. For. Rel., 
1916, p. 898-917. 

2 Ibid., 1917, p. 1097-1100. Minister Jefferson on December 31, 1916, wrote 
that “General Chamorro’s purpose is to keep this matter as much as possible in the 
hands of the Secretary of State and his own. He desires to get prompt action 
and save all expense possible since a great deal of complaint has been made already 
here on account of high salaried officials in Government office, principally Amer- 
ican.” (For. Rel., 1916, p. 917.) 
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determined to pay the arrears of the Ethelburga loan from the 
canal money and thus release for the immediate use of the 
Chamorro Government some funds that the collector-general held 
to meet_the service of that loan. Moreover, the Department of 
State would endeavor to secure from the Council of Foreign Bond- 
holders the postponement of further interest and sinking fund 
charges for a period of three years, in order to secure funds for 
the pressing local needs of Nicaragua’s Government. The Depart- 
ment also consented to the carrying out of the contract between 
Nicaragua and the New York bankers on a basis that would per- 
mit the payment of such temporary loans as had been made, 
together with the funding of all the country’s indebtedness. In 
reaching this result there must be a resort to further bond issues, 
which were to be secured by a second lien on the customs and a 
first lien on 49% of the stock of the National Railroad and of the 
National Bank.! This transaction would give the bankers con- 
trol, at least temporarily, over both these utilities. 

An important item of the prospective total debt was made up 
of the claims adjudicated by the former Mixed Commission, but 
as yet unpaid. These were to be examined by a new commission, 
composed of two Americans and a Nicaraguan, with a view to 
scaling down unwarranted interest charges or speculative gains. 
The findings of the new commission were to be funded along with 
the external and internal debt, which the American minister esti- 
mated, December 31, 1916, at $17,500,000.? 

Any arrangements with the Council of Foreign Bondholders 
were, as it turned out, contingent upon the appointment of a 
permanent financial adviser for Nicaragua. Moreover, this group 
of creditors and the New York bankers were unwilling to forego 
for three years all cash payments on the obligations they held. 
Accordingly, after much correspondence and conference it was 
determined that they should receive each year an increasing por- 
tion of the interest and sinking fund charges in cash and that the 
balance should remain on interest at 6%. In this way the Nicara- 
guan Government was to save a half million cérdobas * from cur- 
rent revenues and to use this in paying salaries and other local 

1 For. Rel., 1916, p. 916. 
2 Ibid., p. 917; ibid., 1917, p. 1119 et seq. 
5 The cérdoba equals the dollar in value, and was established in 1919. 
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obligations. With this saving and $500,000 from the treaty fund 
the country, it was hoped, would at the end of the three-year 
period be in a position to assume its obligations in full.! 

These concessions were not gained without considerable diffi- 
culty. Proposed agreements were transmitted back and forth 
between Managua and the State Department and consultations 
carried on by cable between New York and London, Frequent 
conferences were necessary in Washington and at least one was 
carried on under the auspices of the Pan American Permanent 
Nicaraguan Committee of the United States. While these lengthy 
negotiations were going on the Nicaraguan Congress was being 
held at considerable extra expense in prolonged regular and extra 
sessions and the Chamorro government in order to meet pressing 
needs was more than once forced to appeal to Washington for 
remittances on its prospective allotment from the canal fund.? 

Another source of difficulty was the Emery claim. By previous 
convention this had become virtually an obligation owed by 
Nicaragua to the United States. The greater part of the claim 
was now owned by the banking firm of Brown Brothers & Com- 
pany. Accordingly, the holders of the claim were promised 
favored treatment in respect to payments from the canal fund. 
This proposal aroused protests from Nicaragua and from the 
British Government. The British ambassador in Washington 
asserted that some British claims were entitled to equally favored 
treatment. There was a prospect that other European claimants 
would raise the same contention. On the other hand, if the Emery 
claimants were not thus indulged the Comptroller of the United 
States, as it was now virtually a national claim, might force its 
payment in full and thus disrupt the whole process of distributing 
the canal fund. Under this suggestive threat opposition ceased 
and Brown Brothers, “as interested parties in the Emery claim 
and agents of other claimants,”’ received in lump sum about two- 


1 For. Rel., 1917, p. 1112-1153. The authorizing law is printed infra, Appendix 
III, 2, p. 842. The Financial Plan of November 14, 1917, which is the contract, 
is printed in Foreign Loans, Hearings, p. 167. ‘The powers and duties of the High 
Commission as fiscal agent and as set forth in the Financial Plan of 1920 are 
in Informe de la Alta Comisién por el aito 1920, p. 31-34. 

2 Appendix III, 3, p. 845; For. Rel., 1916, p. 913, 915. 

* For details concerning the Emery claim, see For. Rel., 1909, p. 460-467; for 
the British protest, of. Appendix II, 4, p. 837, 
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thirds of their money, with treasury notes for the remainder.t 
At the same time the arrearages due on the Ethelburga loan were 
paid in full. Of $3,000,000 Nicaragua had Jess than a third and 
even this must be used for back salaries and lecal claims? A 
modest proposal to use $100,000 = three “colleges * evidently 
went into the discard. 


Tes Work or tree Hires Cownnssion 


The High Commission was the most conspicuous feature of the 
financial plan of 1917. It was the outgrowth of a demand for 
revising unpaid claims. In undertaking the revision it was also 
deemed advisable to examime the entire indebtedness of the 
Republic and suggest means to meet it. The law creating this 
“Commission on Public Credit,” as it was originally termed, was 
signed by President Chamorro, February 14, 1917. By it there 
was created a commission of two members, one of whom was te 
be the minister of finance or some other person designated by the 
President of Nicaragua, The other was also to be appointed hy 
the same executive on the recommendation of the State Depart- 
ment. The decision of this commission was to be final, but in 
case of difference between the two members, disputed points 
were to be referred to an arbiter, who was also to be appointed 
on the recommendation of the State Department. 

Manifestly this body, which was one of the indirect fruits of 
the recent Pan American Financial Conference, promised to 
exert a strong influence in Nicaraguan affairs. But if the State 
Department was to exercise intelligently the control implied in 
the Bryan-Chamorro treaty, such an agency was necessary. The 
two members were to revise both the internal and external debt, 
determine the amount of each, and arrange with erediters the 
means for payment. They were also under Art. IIT of the treaty 
to determine the details for distributing the canal fund.* 

In view of anticipated benefits there was little opposition te 


1 For. Rel., 1917, LISS ef seq. 

* Appendix IT, 3, p. S45. 

3 For. Rel., 1917, p. 1118. 

‘For a defense of this financial poliey, se message of President Emiliano 
Chamorro, December 15, 1917, Fer. Rel, 1917, p. 1098; and Report of the Colleetor~ 
General of Cusiems for 1921, p. 14-16, 
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the creation of this commission. It was to function for three 
months, with power to continue its existence three months longer. 
A more difficult point was the demand on the part of the guar- 
anteed creditors for a permanent financial adviser. This was 
their rejoinder to the request of the State Department for post- 
ponement of interest and sinking fund charges. The proposal to 
create such an official aroused intense opposition. President 
Chamorro was unwilling to recommend his appointment to Con- 
gress. He preferred to continue the existing financial system under 
the collector-general of customs and promised to supervise ex- 
penditures closely and to live within the budget mapped out for 
him. This course, he believed, would prove more politic than 
the attempt to create a financial adviser.! 

As a result of this widespread opposition an alternative plan 
was evolved. The Commission on Public Credit (now known 
as the High Commission) was continued as a double fiscal agency, 
with supervision over the internal finances of the country and 
fiduciary relations with its foreign creditors. It was to continue 
the supervision of the debt and to determine the annual budget. 
A fixed sum per month was to be placed at the disposal of the 
Government for ordinary expenses. In addition, the commission 
had under its control an additional sum which might be used for 
extra expenses, but only by agreement between the Nicaraguan 
member (usually the Minister of Finance) and the resident com- 
missioner. ‘Their consent was necessary for any alteration in 
duties or taxes. It also acted as fiscal agent for foreign bond- 
holders. It was to work in unison with the collector-general, 
who continued as before to supervise the collection of the customs 
duties. The internal revenues were in charge of local officials, 
but should the receipts for a given three months fall below a 
certain sum, the collector-general was also to assume control of 
this branch of service. There were special funds, such as the 
school fund (unfortunately altogether inadequate) which might 
be collected either by the collector-general or local officials, as the 
Government should direct. ‘The National Bank, as before, acted 
as the custodian of all public funds and could make no payments 
except as directed in the budget. The collector-general and the 
members of the commission were in theory removable by the 


1 See his draft proposal, For. Rel., 1917, p. 1123, 1126. 
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President of Nicaragua, who appointed them,! but he was hardly 
likely to exercise this power without the approval of the bankers 
and of the State Department. 

The Congress of the United States, it will be noted, had no direct 
part in this complicated foreign commitment. To force such 
legislation through the Congress of Nicaragua represented no 
mean achievement. ‘The American minister once reported that 
Chamorro proposed to keep the affairs of the claims commission 
as much as possible in the hands of the Secretary of State and 
himself. This, the minister went on to say, was to get prompt 
action and to save expense. There was a great deal of complaint, 
he reported, because of the high salaries paid in these affairs, 
especially to Americans.” In another instance he advised that 
the word “Government” should replace “‘Congress” in one of the 
tentative drafts of a financial plan. The amended reading would 
arouse fewer constitutional scruples. More than once the 
local opposition in Nicaragua threatened to upset the whole plan 
of financial reorganization. 

In respect to its main purpose the Financial Plan of 1917 was 
reasonably successful. The principal of the Ethelburga loan was 
by 1920 reduced to less than £1,000,000. The indebtedness in- 
curred by the various issues of treasury notes was also paid off. 
The Commission on Public Credit madea study of all miscellaneous 
claims — some 3,800 in number — and determined that they 
should be paid, partly from the proceeds of the canal treaty and 
partly by special bonds of the Republic. Payment under these 
awards began in May, 1918.4 Two years later, when a change 
occurred in the personnel of the commission, some of the dis- 
satisfied claimants tried to have their payments increased but were 
unsuccessful.® 

A steady improvement in finances marked the years 1918-1920. 
The bonded indebtedness was reduced to C $8,425,935.87. 
The revenues increased from C $1,867,036.41 to C $3,153,394.07 


1 See Appendix ITI, 1, p. 841. 


? The financial plan provides that costs may not exceed 6% of the gross 
receipts. 


3 For. Rel., 1917, p. 1130. 
4 Report of the Collector-General of Customs for . . . 1921, p. 18. 
5 Informe de la Alta Comision, 1920, p. 5, 6 (Managua, 1921), 
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without a corresponding increase in current operating expendi- 
tures. By September, 1919, the bankers were paid in full for 
the advances made in 1913 in the form of treasury bills. The 
firm of Brown Brothers then withdrew from Nicaragua;! the 
Seligman company continued to act as agents for the foreign bond- 
holders. In 1920 the Nicaraguan Government bought the stock 
in the National Railway (Ferrocarril del Pacifico) .? 

This remarkable financial showing was due in part to the 
mounting surplus, which ranged from a half to a million cérdobas 
per year. This accounts, however, for only a small fraction of 
the decrease in the debt. Some of the reduction was due to the 
proceeds from the canal treaty. The rest may be accounted for 
by the partial scaling down and payment of miscellaneous claims 
and the conversion of the residue into guaranteed customs bonds. 

Other features of the fiscal picture were less pleasing. There 
still persisted from year to year a floating indebtedness, due 
largely to the nonpayment of public employees, especially school 
teachers. At the close of 1920 this amounted to about C $175,000 
and included money due on road contracts as well as back sal- 
aries. Ultimately the Government hoped to avoid the annoying 
irregularity of floating indebtedness.* 

But so favorable did the prospects seem by 1919 that it was 
determined to float a new loan of $9,000,000. The proceeds were 
to be used in refunding the bonds of 1909, in obtaining complete 
ownership of the Pacific Railroad (51% of whose stock was still 
owned by the banking group), and in completing the long de- 
ferred railroad to the Atlantic. In addition to this bond issue 
the Government planned to put out some C $4,100,000 in treas- 
ury notes, which it was estimated would represent the surplus 
of the next five years. The continued increase in revenues was 
thus expected to pay the major part of the expense of the new 
undertakings. 

In furtherance of this plan the Minister of Finance went to the 
United States in September, 1919, to negotiate the loan. Owing 
to the condition of the money market he was not able until October, 
1920, to report the conclusion of a contract with the Brown and 


1 Report of the Collector-General of Customs, 1920, p. 5. 
2 Ibid., 1921, p. 19, 20. 
3 [bid., 1920, p. 4. 
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Seligman firms. But in Congress this contract met with such 
opposition, mostly of petty and personal character, that it was 
abandoned. 

In connection with the proposed loan there was a slight revision 
of the Financial Plan of 1917. Some features of the earlier plan, 
such as the settlement of claims, had been carried out and hence 
might be dropped. Experience had shown that other features 
might well be altered. It was hoped to utilize surplus revenues 
under the new plan to purchase the existing railroad, construct 
the new line, and to effect other needed public improvements. It 
was hoped that it would prove as successful in these measures 
for expansion as the plan of 1917 had been in meeting the earlier 
fiscal situation.! 

These hopes were not wholly realized. The general financial 
slump that followed postwar activities affected Nicaragua as 
well as other parts of the globe, although not to the same extent. 
The country was able to continue the service of the foreign debt 
and to redeem those bonds that fell due. The average commerce 
was about double the trade of the first decade of the century, 
even without taking into account the exceptional years, 1919 
and 1920. The reduced coffee crop and the low price of sugar 
lowered the general volume of trade, yet the commerce of 1922 
surpassed that of any previous year except 1913.? 

Business conditions gradually improved. At the end of 1924 
the collector-general reported the largest trade in the history of the 
country. The total revenues were second only to those of 1920. 
The debt had been reduced to less than C $7,500,000, which was 
not a fourth of what it had been in 1911, when the system of 
financial supervision was introduced. The treasury was not free 
from a floating debt, the school teachers as usual were frequently 
unpaid, and the expenditures for public instruction far too low. 
The budget, however, showed a surplus for each half-yearly 
period, except one, from 1919 to 1925. This surplus was used 
for public works and redemption of the treasury bills issued to 
buy back the Pacific Railroad. By the middle of 1924 these 
2 1 be a of the Collector-General of Customs, 1920, p. 6, 7; cf. also Appendix III, 

p> 5 
2 Thid., 1922, p. 7. 


3 Ibid., 1924, p. 6, 21. Ferrocarril del Pacifico is the name of the National 
Railway. 
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bills had all been redeemed and the Government turned its atten- 
tion to the purchase of the stock of the National Bank, which the 
New York bankers still controlled. 

The announcement of this contemplated purchase in September, 
1924, aroused some apprehension among the depositors of the 
bank and other interested parties. In order to complete the 
transaction, it would be necessary for the Government to acquire 
the Mercantile Overseas Company, a corporation then in process 
of hquidation. This company was not part of the National Bank, 
but it was owned by the Bank of Central and South America, 
the New York corporation that controlled the stock of the 
National Bank,! and the American manager of the latter also 
looked after the affairs of the company. In order to complete 
the double purchase the Government had to use up its surplus 
and special dividends, draw on the school fund, and even pledge 
the capital and surplus of the National Bank itself. With these 
commitments it was feared that the bank would be unable to do 
its part in moving the coffee crop, or in carrying on foreign ex- 
change, unless it established additional credit or retained as a 
surplus part of the usual payments on the guaranteed bonds. 
These measures were proposed but not carried out. To defer 
payment on the bonds at least was clearly illegal. There was 
some doubt as to the Government’s ability to maintain its cur- 
rency at par, but the acting president, Martinez, and his succes- 
sor, Solérzano, both expressed their purpose to carry out the 
laws in respect to finance, to pay the bonds in full, and also to 
change the banking system to correspond to that of the United 
States. 

With these assurances the threat to the fiscal security of the 
country seemed removed. During 1924 the system of financial 
supervision, which had never been popular despite its efficiency, 
was subject to bitter attacks in Congress. The collector-general 
was charged with profiteering in the redemption of bonds by 
reason of his ability to purchase sterling exchange at a discount. 
The charge was quickly disproved and in refutation that official 
was able to show that since 1912 he had saved the Government 


some C $900,000.? 


1 Report of the Collector-General of Customs, 1924, p. 6-13; Young, Central 
American Currency and Finance, p. 167. 
2 Ibid., p. 13-18. 
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The story of the fiscal redemption of Nicaragua at that time 
was a worthy one. A debt of over $32,000,000 1 was reduced to 
less than a fourth of that amount. The commerce of the country 
had doubled each decade. The interest charges on European 
bonds had been reduced and the bonds themselves were in the 
process of regular liquidation. An issue of customs bonds re- 
placed irregular indebtedness of four times the amount. The 
currency was stabilized and maintained at par during the diffi- 
culties of the World War. All special issues of treasury notes to 
meet extra demands had been redeemed. A National Bank had 
been created, its capital had been trebled, and it was now wholly 
the property of the Government. The Pacific Railroad that had 
been sold to meet earlier demands on the Government had been 
repurchased. Harbors had been improved, sanitary measures 
introduced, and extensive plans for road building were under way. 
The railroad to the eastern coast, it is true, was still unbuilt, the 
system of public instruction inadequate and the teachers both 
underpaid and often unpaid, and numerous public improve- 
ments were being held up in order to meet fiscal demands. But 
when one takes stock of the achievements of “dollar diplomacy” 
in its own restricted field, Nicaragua at the end of 15 years of 
financial supervision by bankers, acting at the request of the 
Department of State had undergone considerable economic im- 
provement and development.? 

1 This is the figure usually given, but it is exaggerated to the extent of including 
the full value of claims which were settled at a fraction (10% to 15% or so) of the . 
amount claimed. The collector-general’s report, for instance, included claims 


amounting to $12,084,279.68 on November 1, 1917, when he reported total 
liabilities of $22,084,279.68. 


2See Appendix III, 4, p. 846, for conditions as summarized by President 
Diego Manuel Chamorro. 
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II. INTERVENTION AND UNIONISM 


The series of events that led up to the treaty of Washington of 
1907 and to the Bryan-Chamorro treaty of the following decade 
signalized a new era in Central American affairs. We have al- 
ready indicated some of the material and political phases of this 
era, in so far as it affected Nicaragua and its neighbors and de- 
termined their attitude toward the intervention of the United 
States. It is the purpose of this chapter to trace the influence 
of intervention on the more intangible program of unionism 
among the five republics. For upward of a century this cause 
had inspired uncounted patriotic utterances and numerous ill- 
advised attempts at forcible domination. Despite nearly a score 
of diplomatic and military failures to achieve unity, the union 
program still persisted as an idealistic cult and was enjoined 
in the Central American constitutions, a force with which bank- 
ing contracts and the Bryan-Chamorro treaty — not to mention 
more subtle forms of intervention — must inevitably reckon. 


TENTATIVE Errorts TowarD UNItTy 


Following hard upon the adverse decisions against its Govern- 

|| ment, Nicaragua decided to denounce the convention by which 
_ the Central American Court of Justice was created.!' The ten- 
year period of the convention would, it is true, expire within the - 
year, and definite denunciation seemed unnecessary. Other re- 
publics beside Nicaragua objected to the expense of the court, 
yet those who noted the proposal generally attributed it to 
wounded self-love. The creator of the court seemed willing to 
let the child die of inanition; its Central American satellite would 
vent its spleen upon the creature with one final blow. Either 
method seemed equally fatal. 

If Central America was destined to lose the moral influence of 
the United States as the alternatives indicated, whenever the 
material interests of that nation were involved, they must find 
some other cohesive influence to replace it. Either on their own 
| initiative they must renew the general treaty of Washington and 

_ accompanying conventions, or they must seek to revive their 


1 The notice was given March 9, 1917 (For. Rel., 1917, p. 30). 


740 WORLD PEACE FOUNDATION 


perennial panacea for misgovernment —the union of Central 
America. 

The latter project had come within the purview of the Wash- 
ington treaty. In keeping with the duty that thereby devolved 
upon it, the Central American International Office in December, 
1915, had proposed a general congress to prepare bases for union. 
The approaching centenary of independence in 1921 seemed a 
fitting date for bringing about the restoration of the original con- 
federation. Nicaragua among others had then favored the pro- 
posal. Its earlier attitude now encouraged the neighboring exec- 
utives in Costa Rica, Salvador and Honduras to believe that its 
present ruler — Emiliano Chamorro — would either withdraw the 
denunciation of the court and join them in revising the conven- 
tion that created it, or initiate a movement for even closer unity. 

The executives of Salvador and Costa Rica had already taken 
measures toward revising the arrangements of 1907. Perhaps 
they hoped by so doing to save something from the wreck of their 
repudiated law suits, or as seems more likely, to strengthen their 
political position individually at home and abroad. Bertrand, 
their fellow executive in Honduras who was equally unsteady 
in his presidential chair, made a more far-reaching proposal. He 
expressed the opinion that the time was now ripe for the closer 
union contemplated under the treaty of Washington. The decade 
for trying out the court would soon end, Nicaragua would support 
no measures to continue it; but there was nothing to prevent 
that country’s joining in a common discussion of closer unity. 

Costa Rica and Salvador promptly seconded Bertrand’s pro- 
posal. The Nicaraguan minister of foreign relations first explained 
that his country had denounced the court because it was too ex- 
pensive. But his Government would not refuse to enter into a 
conference to define its functions more thoroughly and to reorgan- 
ize it. He suggested, however, that this conference should be 
held either in Washington or in Panamd. Only in this way, he 
stated, could they insure the necessary impartiality in procedure. 
They should, of course, ask representatives from Mexico and the 
United States to attend and (a veritable bombshell) from Panama. 
Thke last-named country, he explained, should be invited as a 
prospective member of the Union. 

Perhaps Nicaragua had by this time acquired a fellow-feeling 


EARTHQUAKE DISASTER T41 


for Panama — the elder Isthmian protectorate — or possibly it 
wished entirely to preclude further discussion of unity. Some 
critics did not hesitate to mention the latter motive and a few 
not only repudiated the proposed union with Panama but added 
that any union among themselves was impossible so long as 
Nicaragua was hampered by the Bryan-Chamorro treaty and 
guarded by the United States marines. One contended that the 
release of that nation must precede union. Another thought 
that union would facilitate measures for its relief. At least it 
might presage a more orderly régime in all of them, and stability 
and good order were essential to bring about the departure of the 
marines. One group looked upon the Bryan-Chamorro treaty as 
a measure that so thoroughly compromised the rights of all that 
they might well feel reluctant to form any agreement whatever 
with Nicaragua. Another group favored union as a means for 
amending the treaty. Through union they would attract the 
favorable attention of the American people, bring in settled 
investors in place of business adventurers, and gain universal 
respect with its attendant security. This emphasis on internal 
and external safety was one of the effects of the World War. It 
sounds a new note in the discussion of Central American affairs.! 

But whatever expectations might have been aroused by this 
new discussion of unity or the proposal to continue the Court of 
Justice were dissipated by a great catastrophe. The preliminary 
conference to initiate action was to have been held in Guatemala 
City, but a series of violent earthquakes in December, 1917, 
and the following month destroyed that city and made further 
proceedings for the time being impossible. 

Some two years elapsed before the Central American Republics 
again discussed union. Isthmian affairs took on their customary 
aspect of turmoil and mutual truculence. The most significant 
incident to emerge from the turbulent welter was the series of 
recriminations between the Executives of Costa Rica and Nicara- 
gua. Both were unpopular dictators, but the latter enjoyed the 
recognition and favor of the United States, while the former did 
not. The point at issue was their individual observance of neu- 

i imi Loni. igalpa, 1917). Valladares 
re vase ieee tlie al cpa clittGhdteas) The beak 


is made up of his editorials, of those quoted from other papers and of official cor- 
respondence, and presents the subject of unionism from different points of view. 


TA2 WORLD PEACE FOUNDATION 


trality. Each apparently encouraged the “Liberal’’ rebels of 
the other. Finally Tinoco of Costa Rica brought together his 
own forces and a contingent of rebels from Nicaragua and threat- 
ened direct invasion; whereupon Chamorro, who had materially 
reduced his army for the sake of economy, appealed to the United 
States for protection. 

Observers in other parts of Central America regarded Nicara- 
gua’s appeal as an unnecessary advertising of its humiliation. 
The United States, they pointed out, was not unmindful of its 
own interests and as long as Nicaragua remained its ward, would 
take measures to protect her without a definite request for help. 
If the other republics wished to relieve Nicaragua of its tutelage 
they must bring about a better system of solidarity. If they took 
means to this end, the United States, the champion of liberty 
and democracy in the world at large, would not remain indifferent 
to their local needs. 

This expression of hope, based on the utterances of President 
Wilson, met with little encouragement where definite Central 
American issues were involved. Yet President Wilson’s address 
to the Mexican editors at the White House on June 7, 1918, 
seemed an exception. So thoroughly did that utterance in respect 
to territorial conquests and intervention seem to meet the needs of 
Central America that the Executive of Salvador extended his 
congratulations to the American President for thus dispelling 
“prejudgments and unfavorable conjectures’? concerning the 
policy of the United States.? 

Dr. Policarpo Bonilla, ex-President of Honduras, later attempted 
at Paris to get the Latin Americans who were attending the Peace 
Conference to join him in a declaration regarding the Monroe 
doctrine. This declaration was so worded as to assure each 
country its independence and freedom from intervention and at 
the same time leave each free to adopt such measures for union 
and confederation as seemed desirable. This declaration evi- 
dently had reference to what the papers looked upon as the plight 
of Nicaragua, but Dr. Bonilla was unable to induce other Latin 
American representatives to join him in defining their common 


1 La Reforma Social, July, 1919, Vol. XIV, p. 179-181, 248-250. 


2 Clark University Addresses, Mexico and the Caribbean, p. 267 (New York, 
1920). The President’s address is in the Official Bulletin, June 11, 1918. 
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“integrity, sovereignty and independence.” 1 Nor was Salvador 
more successful in eliciting from the United States a new defini- 
tion of the doctrine. In answer to the inquiry of her Executive, 
on December 14, 1919, Acting Secretary Polk on February 26, 
1920, referred his interrogator to the address of President Wilson 
before the Second Pan American Scientific Congress.? The in- 
quiry aroused some criticism, but these incidents seemed to show 
that if the Central American Republics were to regulate their 
internal affairs properly and exert influence in the outside world, 
they must develop among themselves a greater spirit of unity. 


UNIONISM AND THE TREATY 


The approaching centenary of their separation from Spain sug- 
gested, as we have noted, the advisability of another attempt to 
revive the Union of Central America. Such an important anni- 
versary would naturally bring this cherished ideal to mind, but 
other factors at this time seemed to militate against its successful 
achievement. 

Among these we may mention the employment of the union sen- 
timent for political gain. Two Executives who had already so 
used it — Bertrand of Honduras and Tinoco of Costa Rica — 
had found it unavailing to save them from overthrow. ‘Tinoco’s 
successor, however, supported unionism enthusiastically and ap- 
parently sincerely, while in Honduras factions among both the 


1 La Reforma Social, July, 1919, XIV, p. 232-237. 

2 Centro América, XII, p. 91-94; La Reforma Social, March, 1920, p. 213; New 
York Times, February 8 and March 2, 1920. Salvador’s decree of March 5, 1920, 
adhering to the Covenant of the League of Nations contains the following: 

“Therefore, as the Government of the United States of America, on applica- 
tion by the Government of Salvador, has defined the Monroe doctrine as being 
the highest expression of the liberty, independence, sovereignty, equality and 
territorial integrity of the nations of the American continent, and as the inter- 
pretation gives satisfaction to the national sentiments of Salvador with regard 
to this said doctrine, which has been incorporated into the international treaties 
referred to, that, keeping in view and considering the memorable speech of Presi- 
dent Woodrow Wilson before the delegates of the Second Pan American Scien- 
tific Congress, which took place at Washington on December 27, 1915, and Jan- 
uary 8, 1916, which speech is contained in the official note handed to the 
Salvadorean legation in Washington by the Department of State of the United 
States of America, which contains the aforesaid, interpretation; therefore, by vir- 
tue of our constitutional powers and in conformity therewith, be it decreed: : 

“Article 1. The Republic of Salvador, by means of this solemn declaration, 
accepts and adheres to the international treaty known as the League of Nations.’ 
(Advocate of Peace, LX XXII, p. 103.) 
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ins and the outs continued to flaunt its banner — evidently for 
personal ends. 

The movement received further publicity during the early 
months of 1920, when the opponents of President Estrada Cabrera 
in Guatemala used it to drive that dictator from power. This 
act accomplished, they promptly forgot their enthusiasm for the 
common cause.!. Then the enemies of President Meléndez of Sal- 
vador championed it with like intent, but found that Executive 
too shrewd to permit them to monopolize this pregnant issue. 
Instead, on June 24, 1920, he invited the Central American states 
to confer with Salvador about revising the treaty of Washington 
and other related subjects.?, Similar proposals were already re- 
posing in the chancelleries thus addressed, and in most cases they 
had elicited no action whatever. Nevertheless, each Govern- 
ment answered the new summons — not promptly nor without 
conditions — and thus gave some encouragement to the proponents 
of unionism. 

In this measure of favorable response Nicaragua was not in- 
cluded. The minister of that country took occasion to refer to 
the number of previous resolutions in behalf of closer relationship 
upon which little or no action had been taken (although Nicaragua 
was not one of the offenders) and suggested the advisability of 
forming a customs union before planning a closer confederation. 
This suggestion seems a practical one — too practical, perhaps, 
- for so ideal a topic — but it may have been inspired by the local 
problems of the Nicaraguan Government rather than by consider- 
ations of general welfare. 

General Emiliano Chamorro was anxious to bring his uncle, 
Diego Manuel Chamorro, into the presidency as his successor. 
His Liberal opponents were equally anxious to find out what sort 
of election they were to have. They inquired accordingly, through 
the press, whether on this occasion the United States proposed to 
insure a fair election or to countenance another one-sided plebi- 
scite as in 1916. Persistent and conflicting rumors as to its atti- 


1 Mezico and the Caribbean, p. 273, 274, 291, 292; Centro América, XII, p. 5, 70. 

2 Diario del Salvador for July and August, 1920, passim; Conferencia de Pleni- 
potenciarios Centro Américanos, p. 5-8 (San José, 1921). 

* Repitblica de El Salvador, Libro Rosado (San Salvador, 1921), p. 16, 17; Diario 
del Salvador, July 29, 1920, August 7, 1920. The editor of the paper, the late 
Dr, R, Mayorga Rivas, was one of the leading publicists of Central America. 
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tude led the State Department to declare in July that its inter- 
vention would be both unnecessary and impertinent.! This reply 
however failed to convince the Chamorro opposition. 

An interesting feature of this campaign was afforded by a 
“Liberal Congress” which met at Tegucigalpa, September 15, 
1920. It was made up of representatives from Honduras and 
Nicaragua, these apparently being in each case opponents of the 
existing administration in these countries. ‘The character of the 
membership and the resolutions adopted form an illuminating 
side light on the uses to which the unionist movement might be 
put. These declarations called upon each of the five Executives 
to appoint delegates to meet in Washington, where steps should 
be taken to bring about the Union of Central America. After 
the preliminaries should be settled there, members might be 
elected to a constituent congress to meet in one of the capitals 
during the following February. 

These resolutions may have resulted from too much celebration 
of the glorious Fifteenth or they may have represented a sincere 
attempt to enlist for their cause the only influence that could make 
it succeed. Unionist movements were generally anti-United 
States. Here was a frank proposal to initiate one of opposite 
character. 

The gathering seems to have been composed of Chamorro’s 
enemies, so he paid no attention to its action. The replies of the 
other executives were cordial but noncommittal. Outside of 
official circles there was much criticism. One editor advised 
these proponents of unionism first to free themselves from par- 
tisan taint. Another inquired why those who proposed the pre- 
liminary conference at Washington did not also favor that place 
for the constituent congress. The resort to the “big stick” would 
at least be more in evidence. If the achievement of union meant a 
preliminary search for a guardian, this writer, for one, preferred to 
continue as they were. Let them settle their problems at home! 

A supporter of the resolutions insisted that it was useless to 
plan for a united country except in accord with the United States. 
They must address themselves to that nation if they wished to 
have Nicaragua as a member of their proposed confederation. If 
that country were left outside, it would prove a troublesome 


1 Diario del Salvador, July 6, 1920. 
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neighbor, resentful because repudiated, and dangerous through 
its powerful alliance. Central America must combine to save 
Nicaragua, but in the process of fusion it should not adopt a 
suicidal course.! 

In October occurred the Nicaraguan election. An American 
“observer”? was present during the final stages, but it is not 
certain that he influenced the contest deeply. Chamorro con- 
trolled the election machinery, his uncle was returned as the new 
President, and he himself prepared to resume his post as minister 
in Washington. The Nicaraguan Government was now free to 
consider the perennial proposal for Union. 

Before unity could be achieved certain quarrels and contentions 
of long standing must first be settled. In this preliminary work 
the United States had not remained a passive spectator. In 
Guatemala, it is true, in the overthrow of Cabrera the United 
States had at first been an unwilling participant; later its min- 
ister had played the leading réle in restoring peace in that capital 
and in securing the personal safety of the fallen dictator. ‘This 
had in some measure identified his Government with the new 
movement. The passing of Cabrera permitted Honduras to 
agree to settle with Guatemala a boundary dispute of long stand- 
ing. In this the American minister proved very helpful, the dis- 
pute being referred to his country for final adjudication. His 
colleague in Salvador also assisted in settling a controversy be- 
tween that country and Honduras concerning political refugees. 
After the election in Nicaragua was over, the American repre- 
sentatives in Nicaragua and Honduras helped to smooth over 
a similar quarrel between those countries. At the meeting at 
Amapala, November 17, 1920, where this dispute was amicably 
settled, there were present in addition to the Executives of the 
two countries concerned and the American ministers, a repre- 
sentative of Salvador. A meeting of this magnitude was evi- 
dently used to push propaganda in favor of the union conference 
that had already been set for San José in the following month. 
At any rate the two Executives agreed to instruct their repre- 
sentatives to work vigorously for union during the coming cen- 
tennial year.? 


1 Diario del Salvador, October 23, 1920, November 19, 1920. 
2 Ibid., November 18, 24, 1920; Conferencia, p. 11, 12. 
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In clearing the way for the conference the United States had 
been helpful. Many now looked to their powerful mentor for 
further aid in pushing the wider plans for unity that they ex- 
pected to see adopted at San José. 

One writer at least professed no longer to fear its aims in Nica- 
ragua, nor did he regard the treaty with that country as a desire 
to assert political domination in the region nor to maintain a 
concealed protectorate. More than half the commerce of Central 
America, this writer continued, was with the United States. 
With the union of the separate states their people should become 
still better customers. Thus they had tangible advantages to 
offer the United States in return for moral support. They might 
even prove helpful in a military way. The defense of the Canal 
Zone entailed a great burden on the United States. In case of 
war with a first-class power half a million men would be required 
to guard the approaches to the canal and to prevent the landing 
of hostile troops in its vicinity. But if the Central American 
states were united they could at least guard their own coast lines 
and to that extent the union would prove an acceptable ally. 
The World War had taught the smaller American states that 
their foreign policy must coincide with that of the United States. 
That state had leadership in the Caribbean not by virtue of the 
Monroe doctrine nor yet by the spirit of Pan Americanism. Its 
hegemony was due to the law of international gravitation, through 
which a larger nation attracts the smaller ones within the orbit 
of its influence. ‘Therefore, they should cease their senseless 
press attacks on the northern republic and seek to regulate their 
relations with her in a spirit of mutual helpfulness. When they 
should have formed a confederation capable of assuming all 
obligations incurred by Nicaragua under the Bryan-Chamorro 
treaty, they could present to Washington a united appeal for the 
withdrawal of the marines from Managua. This would prove 
far better than any quixotic attempt to abrogate the treaty by 
themselves.! 

Another writer ventured to point out that the treaty was not 
essentially bad for Nicaragua. ‘The alliance with the United 
States guaranteed the independence and territorial integrity of 
the smaller nation and this was more thax the latter could do for 


1 Diario del Salvador, July 29, August 17, November 9, 30, 1920. 
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itself. The United States, it is true, had gained the privilege of 
constructing a canal across Nicaragua. Neither that country 
unaided, nor the united republics could undertake the task; but 
once their wealthy neighbor completed it, all would share in its 
benefits. Let them, therefore, proceed with their plans of union, 
even if only two or three participated, and let them freely confer 
with Washington on the issues involved. Otherwise they might 
expect another century to elapse ere they achieved the desired 
unity.! 


Tur CONFERENCE AT SAN JOSE 


On December 4, 1920, there occurred at San José, Costa Rica, 
the simple ceremony that inaugurated the long-anticipated con- 
ference.2_ At this and the other measures that marked the be- 
ginning of its work, two representatives of Nicaragua were pres- 
ent and their ready participation encouraged the others to hope 
that the conference would prove fruitful. In discussing the form 
of government — central or federated — and in defining its powers, 
the Nicaraguans favored equal representation in both houses of 
the proposed congress of the Confederation, with no change for 
12 years unless by unanimous consent. The import of these 
demands did not escape the other delegates, nor the significance 
of their request to postpone to the last any consideration of the 
Bryan-Chamorro treaty. 

This treaty was the crux of the conference — the touchstone, 
as one delegate remarked, of national sentiment. It involved 
issues that virtually affected all Central America; therefore, its 
provisions ought not to be left to the decision of any one country. 
The conference, one nonunionist stated, must get rid of it, if 
they were to form a stable union. But the delegates showed 
little desire to take up the knotty problem. Most of them would 
leave it to be settled by the ordinary principles of international! 
law. 

Sefior Manuel Pasos Arana, the Nicaraguan representative on 


1 Diario del Salvador, October 18, 1920. 


* Conferencia, p. 15-26, is the basis for the narrative. This is supplemented 
by Diario del Salvador, passim, and Partido Unionista Centroaméricano, Informe 
del delegado dela Jefatura Suprema en la Seccién de Costa Rica, by Dr. G. Ramirez 
whe The author was recently a member of Sacasa’s “cabinet” at Puerto 

abezas. 
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the special committee to draft the preliminary act, told his asso- 
ciates at the outset that they must mention the Bryan-Chamorro 
treaty. He insisted upon this course, as he was careful to ex- 
plain, because the opponents of the treaty had sought to have 
the Central American Court of Justice declare it invalid. They 
should not permit the treaty to become a future cause of misun- 
derstanding, but should decide its status then and there in the 
fourth article of their proposed pact. 

Thus admonished, his fellow members exhausted their inge- 
nuity in trying to frame an article that would gain the adherence 
of Nicaragua to the pact, preserve their own rights, and safeguard 
the future sovereignty of Central America. But it seemed im- 
possible to meet this threefold requirement. The Nicaraguans 
cabled home for further instructions upon the moot point. In 
reply they were told that Nicaragua did not expect the other 
states to fulfill its obligations; it had the right and power to 
make the treaty in question, and to carry out its provisions. It 
was distinctly favorable to its own interests and to the interests 
of all Central America. ‘Therefore, the proposed pact must con- 
tain an article that expressly recognized the validity of the treaty 
and gave Nicaragua the right to carry it out and to negotiate 
other conventions which might be derived from it. Further- 
more, this article must be so worded as to exclude the court judg- 
ments obtained by Costa Rica and Salvador against Nicaragua, 
or any statement regarding arbitration that might serve to estab- 
lish the validity of these judgments. 

The representatives of Costa Rica and Salvador naturally ob- 
jected to these peremptory demands. Their Governments, they 
contended, were willing to have Nicaragua fulfill her obligations. 
They did not wish to oppose so important a work as the Nica- 
ragua canal nor did they object to the United States as the prime 
mover in the enterprise. But it was unnecessary to force their 
Governments to recognize the validity of the treaty. It should 
be mentioned only in general terms and the federation should 
have the right to undertake negotiations in respect to that or 
other existing agreements or to initiate new ones as their com- 
mon interests might require. In such negotiations the federation 


1 Conferencia, p. 124, 125; Ramfrez Brown, op. cit., p. 7; Informe Oficial de la 
Delegacién Salvadorefa, p. 7 (San Salvador, 1921). 
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might act in conjunction with the state involved. The United 
States Senate, when it ratified the treaty, expressly stated that 
it did not affect adversely the rights of Costa Rica, Salvador or 
Honduras. They had, for their part, no desire to curtail the 
rights that the United States had thereby acquired nor to inter- 
fere with a state in carrying out its previous agreements. They 
simply wished to have the federation free to act as general inter- 
ests should demand.! 

The assembled delegates devoted two days to an earnest discus- 
sion of the troublesome treaty and of a possible Art. 4 to cover 
the problems that it presented. But the attempt was fruitless: 
no formula seemed adequate to meet the divergent views of Costa 
Rica and Nicaragua. In the course of the discussion Sefior 
Alvarado Quirés of the former country, who presided, stated that 
he wished to speak not as a Costa Rican but as a Central American. 
He did not object to the Bryan-Chamorro treaty because it 
threatened the interests of his country, for Mr. Bryan had assured 
him that Costa Rica would receive the same recompense as 
Nicaragua, should the canal ever be constructed. But he had in 
mind the sovereign rights of his own land and the interests of his 
neighbors. So he could not accept the treaty, as the Nicaraguans 
wished, “with all its consequences.” Such acquiescence would 
seem to indorse burdensome banking contracts. Nor was he 
willing to accept the all-inclusive phrase, “no act, law or sanction 
of the federation shall impede the carrying out of the treaties of 
the [separate] states.” He advocated immediate consideration 
of the questionable treaty, with a sincere purpose to settle its 
status. He spoke with no hostility toward the United States. 
The Senate of that country did not ratify the treaty without 
amendment. Let them now attempt to frame an article agreeable 
to all or let them omit this provision altogether, as at first sug- 
gested.” 

His “plain speaking” elicited no approval from the Nicaraguans. 
Nor were they willing in the course of several days of wrangling 
to accept any one of the numerous wordings proposed for the 
troublesome article. A message from Managua brought no 
suggestion for agreement. Finally, one of the Nicaraguan dele- 


1 Conferencia, p. 120, 126; Diario del Salvador, January 8, 1921. 
2 Conferencia, p. 139, 140. 
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gates suggested that he might win over his superiors to a satis- 
factory formula by a personal conference. Accordingly, he set 
out for home on this well-nigh hopeless task. 


Discussion OutsipE THE CONFERENCE 


The debates on unionism and the relation thereto of the Bryan- 
Chamorro treaty went on outside as well as inside the conference. 
Those who took part in the discussion often seemed to lack infor- 
mation, but this handicap did not prevent participation. Costa 
Rica must be gained for unionism, and in Costa Rica there existed 
a real public opinion. Hence the attempt of proponent and of 
opponent, in the press and on the platform, before labor groups, 
school teachers, students and the general public, to praise or decry 
the common cause. Inevitably, the discussion centered upon one 
point —the much-berated treaty, and the methods that the 
United States was supposed to use through local political factions 
to carry out its provisions. 

Like their fellows from Nicaragua the Salvadorean delegates 
submitted the troublesome Art. 4 of the proposed pact to their 
home government. President Meléndez brought together various 
political groups to advise with him respecting this article. One 
who was in attendance suggested a formula that refrained from 
mentioning the treaty, but reiterated Salvador’s rights under the 
decision of the Court of Justice. “We think that El Salvador 
ought not to sacrifice its ideals of autonomy,” he explained, “nor 
renounce the rights it has [thus] acquired. . . . Let us proceed 
to Union — but free from all foreign tutelage.” 

Other Salvadoreans wished to denounce the offending treaty, 
even if such action forced Nicaragua to withdraw from the con- 
ference. To give up the rights of Salvador under the court deci- 
sions would be both “undignified” and “anti-patriotic.” As one 
of this group wrote: “To accept without condition or discussion 
the Union of Central America is to make oneself a participant in 
the shameful obligations which our sister Nicaragua has con- 
tracted. . . . It is not possible to bring about the union of the 
five Central American countries and at the same time give life 
to the [Bryan-Chamorro] treaty, without lessening national 
sovereignty, independence and honor.” 


752 WORLD PEACE FOUNDATION 


One Salvadorean favored a direct appeal to Washington. They 
could not afford, he contended, to disregard the principal party 
to the treaty. They had waited nearly a century for union. 
Therefore, he urged them to suspend the conference for a few 
months and in the interim make a joint representation to the 
United States. By emphasizing their desire to achieve peace and 
prosperity through union they might induce that power to abro- 
gate the treaty. Such an appeal ought to prove successful, es- 
pecially if accompanied by an offer to reimburse the United States 
for any loss incurred through abrogation. If this accomplished 
nothing more, the appeal should gain the sympathy and support 
of the Hispanic American legations at Washington. If unsuccess- 
ful, it would be a satisfaction to know that they had used every 
honorable means to defend their institutions and to meet the 
legitimate aspirations of their people. 

An associate regarded this suggestion as admirable. “It is 
necessary to go to Washington,” he reiterated, “. . . now that 
all comprehend how threatening for our future destiny are the 
obligations incurred by the Conservative Party of Nicaragua. 
An imperious duty demands that we should confront the problem 
with patriotic serenity.” 

Harmony was necessary no less than “patriotic serenity.” 
Evidently, President Meléndez’s conferences had developed little 
of either. At the most numerously attended meeting of these 
unofficial advisers a resolution was adopted by a narrow majority 
to the effect that existing treaties between the Central American 
republics and other nations “should be respected in their valid 
obligations and consequences,” but this should not prevent the 
federation, if formed, from undertaking further negotiations when 
necessary to modify them. 

The majority by which this resolution was passed seemed 
hardly convincing to President Meléndez and his ministers. 
Hence, they advised their delegates that none of the stipulations 
contained in the proposed pact “shall be understood to alter or 
affect the rights acquired or recognized by or in virtue of sen- 
tences pronounced by international tribunals of justice or arbi- 
trations in which one of the signatory states has intervened.” 
This decision was far less conciliatory than the majority resolu- 
tion and was accompanied by instructions to their delegates, in 
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case Nicaragua refused to accept it, to form a pact of union with 
the remaining states.! 

Even less conciliatory was the action then being taken at 
Managua. On December 27, 1920, the outgoing executive, 
General Emiliano Chamorro, submitted a draft of the proposed 
treaty to an assemblage of notables — hand picked, of course. 
After formal consideration this body concluded that Nicaragua 
could not accept the pact while it contained any reflection upon 
its former power to make treaties or to carry out existing ones.? 
This action meant the virtual withdrawal of Nicaragua from the 
conference, although the Executive did not recall the remaining 
delegate. 

The incoming President, Diego Manuel Chamorro, uncle of 
Emiliano, felt compelled to explain this procedure in his inaugural. 
He claimed that from the first the Government of Nicaragua 
had heartily supported the unionist movement. Other govern- 
ments, however, were using it for partisan purposes and in further- 
ance of their views were attacking a treaty that vitally affected 
Nicaragua. Such a course was inexcusable, for the treaty in 
question was designed to assist in constructing a canal that would 
benefit all Central America. The treaty in no way impaired the 
sovereignty of Nicaragua but on the contrary furthered conti- 
nental solidarity. He regretted that while the other countries 
were professing unity, they had brought about a situation that 
made unity impossible. Nicaragua would, however, continue its 
efforts in behalf of the sacred cause, hoping against hope that the 
centenary of independence would find Central America’s discord- 
ant members “united under a single banner and forming a single 
political entity.”’ * 


CoMPLETING THE Pact 


The decision to which President Chamorro and his associates 
were committed belied his words. Nevertheless, the conference 
continued in its impossible task. Pasos Arana, the remaining 


1 Libro Rosado, p. 91-95, 147, 246-267. Diario del Salvador, Dec. 27, 29, 31, 
1920; January 13, 1921. 

2 Ibid., January 20, 1921. 

3 Ramirez Brown, Informe, p. 16, 17; Diario del Salvador, February 1, 1921; 
Manifiesto Inaugural del Senor Presidente de la Republica, p. 11, 12 (Managua, 
1921). 
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delegate from Nicaragua, told his associates at San José that a 
pact of union, to be acceptable to his country, must contain not 
only an express declaration in favor of the Bryan-Chamorro 
treaty, but this must be inserted as a right reserved to Nicaragua. — 
His country must have full power to carry out its provisions and 
to negotiate further agreements under it. Yet he was instructed, 
he assured his fellow delegates, not to abandon his efforts in be- 
half of “the patriotic idea of union.” 

Furthermore, as he. reminded his hearers at the meeting on 
January 3, everybody knew of the obligations resting on Nica- 
ragua, when they invited it to send delegates to the conference. 
His country must preserve loyal friendship with the United 
States and at the same time maintain its Latin American char- 
acter. Nicaragua did not ask any other state to carry out its 
obligations but insisted on retaining full power to carry them 
out itself. Such was the purpose of the formula proposed by 
his Government. 

To this Sefior Gonzalez Viquez of Costa Rica countered by 
pointing out that three states of the proposed union had obtained 
judgments which they must abandon, should they now admit 
the validity of the treaty. However, he was willing to accept the 
formula of Nicaragua, provided it was accompanied by an agree- 
ment to seek future explanations of the treaty through joint 
application to the United States. Pasos Arana doubted if this 
“explanatory”? clause would be acceptable to his Government 
and two days later definitely reported that it was not. There- 
upon, the other delegates began to discuss the formation of a 
union which Nicaragua might later join, if it saw fit to do so. 

At this “supreme hour of Central America” the delegates from 
Guatemala attempted mediation. They pointed out that the 
amendment to the treaty adopted by the Senate of the United 
States preserved all the essential rights of Salvador, Costa Rica 
and Honduras. It might be possible to word the reserve of Nica- 
ragua so as to harmonize it with this amendment. This combi- 
nation would assure the rights of all. The delegates of Honduras 
approved the suggestion, and after much explanation, not free 
from recrimination, the delegates from the other three divisions 
ceed their qualified acceptance of the artfully worded 
article. 
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This apparent agreement caused general rejoicing, but it soon 
was shown to be premature. On January 17, Pasos Arana noti- 
fied his associates that Nicaragua could not accept the pact. 
Even in its modified form Art. 4 implied that his country had 
had no right to make the Bryan-Chamorro treaty. His superiors 
were unwilling to admit this tacit charge, nor did they relish the 
insinuation that in signing it they had injured the interests of 
all Central America. His suggestion was to adjourn the con- 
ference, so as to give their respective Governments time to 
deliberate on the situation. Later they might reassemble at 
Managua with better prospects of forming a firm and durable 
union. 

Naturally, the other delegates rejected this proposal. It had 
been difficult enough to bring the present conference together. 
They could not afford to take the risk of temporary adjourn- 
ment. So, dropping the formula by which they had sought to 
gain the adherence of Nicaragua, they completed the pact with- 
out that Republic. But in Art. 19 they left\an open door through 
which it might enter and added the comforting assurance that in 
all matters of common interest it should be considered “‘an integral 
part of the Central American family.” 4 


1 Conferencia, p. 47-72, 119-122; 124-127, 136; Informe Oficial, p. 22, 23, 
61-63, 69; Diario del Salvador, February 3, 4, 1921; Ramirez Brown, op. cit., p. 18. 
The two articles under discussion read: 

“Art. 4. Until the Federal Government, by means of diplomatic action, has 
obtained the modification, annulment or substitution of the treaties in force be- 
tween states of the Federation and foreign nations, each state shall respect and 
faithfully carry out the treaties by which it is bound in respect of any one or 
more foreign nations to the full extent implied in existing undertakings. 

“Art. 19. The Contracting States sincerely regret that the sister Republic of 
Nicaragua does not immediately join in entering the Federation of Central Amer- 
ica. If later the said Republic shall decide to enter the Union, the Federation 
shall give every facility for its entrance in the treaty which shall be concluded for 
that purpose. } 

“In any case the Federation will continue to regard her and treat her as an 
integral part of the Central American family, in the same manner as a state which 
for any reason should not have ratified the present Covenant.” (League of 
Nations, Treaty Series, V, p. 21, 29-31.) Ves 

The opposing points of view will be evident if the reader bears in mind that the 
representatives of Nicaragua wished the treaty to be expressly mentioned, because 
in case that were done the other states could no longer criticize it for negotiating 
the treaty. On the other hand, the other representatives realized that any men- 
tion whatever of the treaty would constitute a virtual recognition of its validity. 
For this interpretation the writer is indebted to Professor Roberto Brenes Mesén, 
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ACTION ON THE Pact 


Public rejoicing over the signing of the Pact of San José on 
January 19, 1921, was tempered by the refusal of Nicaragua to 
accept it. The press of Central America pretty generally ex- 
pressed the belief that the failure of its representatives to act 
with the others arose from a desire of the Nicaraguan Govern- 
ment to control all canal negotiations and to continue unchecked 
the contracting of foreign loans and the control of local elections. 
Others wrote more charitably of their “afflicted sister republic.” 
Let the others refrain from criticisms that might alienate its 
rulers and bend their own efforts to secure ratification in the other 
four sections. Then they might unite in a common effort to 
bring Nicaragua into the fold. Such an effort called for leaders 
of skill, poise and energy. The “key to the problem” was the 
proposed canal. It was a vital necessity to Nicaragua; it deeply 
affected all Central America and materially involved the inter- 
ests of the United States. An undertaking of such general im- 
portance, therefore, must not be jeopardized by an uncertain 
pact of union. Such was the attitude, according to one writer, 
of those who determined the policy of Nicaragua. But, he con- 
cluded, if they really believed that a union was essential to their 
security and asked the United States to help them in forming it, 
its Government, or at least its people, could not remain indiffer- 
ent to their plea. 

They must recognize, another writer stated, that Nicaragua 
was virtually a protectorate of the United States. In that state 
of vassalage would it remain until released by the payment of 
its debts and the liquidation of other obligations. Then its Gov- 
ernment and people would accept the pact. To gain that ac- 
ceptance they must now address themselves. Let them lay 
aside former antagonisms and strive to harmonize its interests 
with the common cause. 

The reference to “former antagonisms” implied that past dere- 
lictions were not all on the side of Nicaragua. It was charged 
that both Honduras and Salvador had recognized the validity 
of the former British protectorate over the Mosquito Indians. 
This unneighborly act in the hour of Nicaragua’s need seemed 
to justify such recent measures of self-interest as the Bryan- 
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Chamorro treaty. Moreover, the country had acted favorably on 
six previous proposals for unity, without stimulating its neigh- 
bors to a like result. Why, then, the Nicaraguan minister of 
foreign relations inquired, should his Government be blamed for 
not accepting a pact that would make a mere “scrap of paper” 
of the Bryan-Chamorro treaty? ! 

Honduras on February 3 was the first state to register official 
approval of the pact. Each of its two leading parties called itself 
unionist, but the unanimous acceptance of the pact did not still 
partisan strife. The factions then proceeded to a bitter cam- 
paign for delegates to the general congress that was to adopt a 
constitution for the united republic. The “death-dealing mi- 
asma”” of Omoa’s dungeons was still potent in silencing political 
opposition and conditions in the supposedly neutralized republic 
were changed but little from the time when “the rifle was the 
only law, reprisal the usual response, and the ruin of the country 
the only result.” 2 The age of political miracles had not arrived 
in Honduras. 

Guatemala ratified the pact on April 6, by a vote of 50 to 1. 
This majority was impressive rather than reassuring. The lone 
opponent, it appeared, wished to register his opposition to the 
provision that forbade legislation on the subject of religion. He 
regarded this as contrary to the “laical’’ principles of their local 
constitution. His protest may seem far-fetched, but it brought 
up an issue that might thwart unionism in the future as it had 
hindered it in the past. Then, too, the spirit that had so recently 
inspired all classes to support the union cause had largely dis- 
appeared. President Herrera continued to give the movement 
whole-hearted support. ‘The delegates who had been at San 
José ably seconded his efforts. They called attention to the 
interest displayed in the conference by Argentina, Chile and 
Uruguay as evidence of its continental appeal. Under their com- 
bined urging the Guatemalan Assembly adopted the pact but 
with an undercurrent of bickering and of petty jealousy that 
threatened its stability.* 

1 Diario del Salvador, February 1, 5, 7, 10, 11, 12, 1921; Diario de Centro Amér- 
ica (Guatemala), March 11, 1921. 

2 Antonio Ochoa-Alcantara, “La Situacién politica actual de Centro-América” 
in Diario del Salvador, February 1, 1921. 

3 Diario de Centro América, April 4, 1921. 
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In Salvador the Government had at first displayed far less 
zeal for union than the people. But after the close of the con- 
ference the President by executive decree expressed his approval 
of the pact and the people registered their enthusiastic approba- 
tion with parades, illuminations, a Te Deum, and a pilgrimage to 
the tomb of Morazin. Labor gatherings also added propaganda 
for unionism to their special social program and student groups 
contributed to the general interest. Finally, on February 23 the 
National Legislative Assembly ratified the pact. ‘Thus, as the 
leading Salvadorean editor wrote, “idealism, wisely directed, had 
triumphed over passion and jealousy, the cabals of cliques and 
the asperities of personal rivalry.” No longer in the three en- 
tities that had acted favorably could unionism serve as a cloak 
for conspiracy against the Government, nor the official groups 
use nationalism as a means for furthering personal designs.! 

The action of the three northern states technically assured 
the formation of a Union of Central America. But it was far 
from being the federation of which idealists had dreamed. Nica- 
ragua had definitely refused to accept the pact and Costa Rica, 
the most stable of all, had not yet accepted. In the northern 
republics the Governments had determined the result. In Costa 
Rica the local constitution provided that such an agreement must 
first be approved in Congress by a two-thirds vote and then be 
adopted by a constituent Assembly, expressly chosen for that 
purpose by popular election. 

Existing conditions in “‘Tican” politics caused the friends of 
unionism to be doubtful of success. Congress was not to meet until 
May. The interval might serve to develop propaganda against 
the measure as well as for it. The President was a pronounced 
advocate of union but domestic issues had led many members 
of Congress into opposition. The people had hardly recovered 
the poise lost during the Tinoco régime. The finances were in a 
critical condition. Under the circumstances even professed 
unionists favored a postponement of the issue. 

Opportunely the clash between Costa Rica and Panama over 
their long-standing boundary dispute brought to the former a 
consciousness of its intimate relationship to Central American 
unity. The Executives of the three northern states immediately 


1 Mayorga Rivas in Diario del Salvador, March 2, 1921. 
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offered their aid and these official tenders were supplemented by 
all sorts of popular demonstrations. For a time it seemed that 
the first notable action would be a general crusade to wipe Panama 
off the map. All Central America, one editor asserted, would 
benefit from its disappearance, even if its principal cities thereby 
fell to the United States.! Fortunately, the intervention of 
their northern mentor made such a preposterous course unneces- 
sary. Costa Rica was saved, but not by the mere expression of 
Central American solidarity. A peremptory summons from the 
State Department to cease hostilities and the prompt dispatch 
of war vessels to the scene of operations did little to commend 
the rescuer to the beneficiaries of her ready policy. 

On the other hand, the Congress that assembled in San José 
two months later gave little evidence of the unanimity this inci- 
dent should have evoked. After a prolonged and ably conducted 
debate the pact was rejected by a vote of 20 to 19.2. This vote 
in the opinion of observers, represented a determination to await 
the progress of events in the three sections that had accepted 
unionism, rather than opposition to the movement per se. In 
view of the fact that Nicaragua lay between Costa Rica and the 
others, this decision seemed wise. After all, the main considera- 
tion in respect to union was the status of Nicaragua with the 
United States. Until that should be decided all proposals for 
closer unity must be regarded as fallacious. 

In the debate a few perfervid Unionists indulged in what may 
be termed Yankeephobia. Most of the speakers of the Unionist 
group, however, professed nothing but friendship for the United 
States; some seemed ready even to welcome its interposition in 
their affairs. In view of its territorial and commercial aggrandize- 
ment, one thought that Central America could secure its own 
safety only by completely neutralizing its territory as a canal 
zone. Fallacious unions alone were not sufficient. They must 
strengthen their position by closer intimacy with their Hispanic 
American neighbors or by matching Yankee imperialism with 
that of some other nation. 

But in general the friends of union, as Sefior Alvarado Quirés 
pointed out in his masterly closing argument, did not question 


1 The papers already cited for March, 1921. 
2 La Gazeta (Diario Oficial), San José, June 21, 1921. 


760 WORLD PEACE FOUNDATION 


the rights of the United States in Central America. They only 
wished that Government to appreciate the significance of the 
present movement for unity—a movement that Secretary 
Hughes, at least, seemed to be familiar with and to favor.! The 
speaker based his opinion as expressed during this debate on a 
recent utterance of the American Secretary of State. ‘The occa- 
sion to which he referred was an official breakfast at the Pan 
American Building in honor of Dr. Maximo H. Zepeda, the 
Nicaraguan minister of foreign relations. The Isthmian guest 
had referred to the friendship of the United States as the best 
possible guaranty of Nicaragua’s sovereignty and had charac- 
terized this fellowship as being marred by no ulterior motives 
whatever. Such an unselfish attitude profoundly affected his 
people and he concluded by stating that his Government would 
continue to cherish this connection as the cardinal principle of 
its policy. In response Mr. Hughes emphasized the desirability 
of peace in Central America. There would be no assurance of 
its continuance, he asserted, unless the people at large cherished 
its processes rather than those of force. He then added: “We 
have been deeply interested in the proposals that have been 
made to bring together the republics of Central America into a 
closer cooperation. If these proposals should meet with the 
acquiescence of all the peoples concerned, it would, in the opinion 
of this Government, be a happy result. . . . It is not for me to 
speak of the details of such proposals, for this Government looks 
solely to the free agreement of the republics concerned, believing 
that it is only through an agreement freely entered into, because 
of a conception of its mutual advantages, that the hopes that 
have been entertained may be realized.” 2 

This deftly worded utterance added fuel to the local discussion 
of Nicaragua’s attitude. The Chamorro Administration at once 
quoted it to justify their position toward the pact of San José. 
Their opponents were not behindhand in asserting that it fully 
justified their criticism of the attitude assumed by the Govern- 
ment group. “The evil conduct of the higher politicians, the 
inertia of the lesser ones, and the lack of knowledge on the part 


1 La Gazeta (Diario Oficial), June 28, 1921. 


: * El Comercio (Managua), June 26, 1921; State Department release, June 2, 
921. 
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of the United States,” wrote one uncompromising Unionist, 
“have combined to destroy continental solidarity. ‘This has 
brought about a condition contrary to the wishes of the best 
people of both countries and has permitted Yankee exploiters 
and corrupt local politicians to keep Washington in ignorance of 
real conditions.” But in local wrangling he saw no remedy for this 
untoward condition. “Rhetoric and sonorous phrases are tooth- 
less animals.” ! 


UNION AND DissoLuTIOoN 


The further story of the movement to reestablish the Union 
of Central America need not long detain us. Yet even in the 
expiring motions of the nascent government of the Federation 
there was evidence that the source of Isthmian solidarity must be 
sought in Washington rather than in Central America. 

On June 13, 1921, the provisional Federal Council met and 
organized in Tegucigalpa, and immediately announced the calling 
of the National Constituent Assembly for July 20. This action 
was necessarily belated, for the council had been awaiting the 
result in Costa Rica. Yet observers thought that there was still 
time to prepare the constitution for signature by September 15 
—the date forecast by general sentiment.? 

The notice for the meeting of the Constituent Assembly was 
sent to Nicaragua as well as to the other states. ‘This was simply 
an act of courtesy, in accord with the resolution adopted at San 
José to keep the door open for the accession of that republic. It 
served, however, once more to open the floodgates of controversy 
as to responsibility for the rupture at San José. The ministers of 
foreign relations in Guatemala and of Nicaragua sustained the 
burden of the dispute, which the last-named called another 
attempt to separate Nicaragua from its fortunate connection with 
the United States. His country, however, would pursue its course 
on an even keel and thus escape the political and economic tempests 
to which the others by their envy and madness exposed them- 
selves. 

But Nicaragua was hardly able to pursue that even course of 

1 La Noticia (Le6n), June 19, 1921, and El Comercio (Managua), July 22, 1921. 


2 La Gaceta (Tegucigalpa), June 21, 1921. 
3 El Comercio (Managua), June 18, 1921, 
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which its minister boasted. The invitation encouraged the local 
opponents of President Chamorro to organize a “Federalist League 
of Central America.” This organization might conceivably serve 
a double purpose: it might bring about a change of policy on the 
part of the Government or it might bring about a change (more 
or less violent) in the personnel of the Government itself. The 
Administration chose to emphasize the latter interpretation and 
the proposal of the league to select representatives for the Con- 
stituent Assembly, in spite of the inaction of the authorities, gave 
color to the interpretation. The “leaguers” disclaimed any 
hostile intent, but asserted that they represented national senti- 
ment even in the ranks of the Conservative party itself. The 
upshot of the local discussion was that, while the Government 
officials explained to the provisional Federal Council that Nicara- 
gua would accept the pact with certain reservations, their oppo- 
nents sent four unofficial delegates to attest the active sympathy 
of the country with the measures for union.! 

These local and interstate controversies contributed a note 
of warning to the official and popular ceremonies that on July 20 
marked the opening of the National Constituent Assembly. In 
view of factional discord in Guatemala, Honduras and Salvador, 
of defiance from Nicaragua and of indifference in Costa Rica, 
they must move quickly if they expected to form the new govern- 
ment before it went to pieces. The overshadowing issue cropped 
out almost instantly in the Constituent Assembly. There was 
presented a proposition that the three cooperating states should 
attempt by joint appeal to bring Nicaragua at once into the Union. 
This was voted down as an unnecessary step and one that would 
lower the prestige of the incipient government. Shortly the prop- 
osition reappeared in more perplexing form. The provisional 
Federal Council, it ran, should request the moral aid of the United 
States in removing obstacles to the participation of the other two 
republics. But that body was too uncertain of itself to under- 
take so momentous a commission.? 

1Ta Informacién (Bluefields), May 5, 1921; La Noticia (Managua), June 19, 
1921; La Tribuna (Managua), June 21, 1921; La Noticia (Leén), June 19, 1921; 


Manifiesto de la Directiva Suprema del Partido Conservativo de Nicaragua, June 25, 
1921. 


? Boletin del Consejo Federal (Tegucigalpa), July 26, 1921, August 10, 1921; 
Diario de Centro América, July 23, 1921. 
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The general uncertainty in respect to the outcome of the Unionist 
movement was intensified by a new series of disputes that arose 
in August between Nicaragua and its immediate neighbors. Bor- 
der forays then menaced the Chamorro Government from both 
the north and the south. These movements carried with them a 
double threat, affecting financial as well as political stability. 
They made necessary the maintenance of several hundred men 
under arms at a time when the revenues were inadequate for 
ordinary expenditures. Perhaps, as was charged, Costa Rica and 
Honduras encouraged these forays for the purpose of wrecking 
the superior financial system of Nicaragua. At least the tone of 
the press in San José, where criticism of the Bryan-Chamorro 
treaty seemed continuous, gave color to the accusation. This 
outbreak of the old dispute about neutral obligations, coupled 
with local issues in each of the separate entities, made the outlook 
for unionism still more gloomy.! 

On September 9, the completed constitution was promulgated. 
It was too late to begin proceedings under it on September 15, as 
originally hoped for, but on October 1 such action was taken in 
each of the three states. The new Government was, however, 
barely permitted to function before it was dissolved. On December 
7 a military revolt in Guatemala overthrew the Herrera adminis- 
tration and undid most of the changes of the past two years. 
When the revolutionists altered Guatemala’s representation at 
Tegucigalpa, the Executive Council of the Federation, in accord- 
ance with the Constitution, refused to seat the new delegates. 
Then the Legislative Assembly of Guatemala declared void the 
decree accepting the pact and the proceedings under it, and re- 
sumed local sovereignty. Honduras and Salvador had to take the 
same steps,? Salvador’s decree being dated February 4, 1922. 

In commenting upon this inglorious result a Honduran editor 
advised greater secrecy in the preliminary stages when again 
taking up the project. Thus they might avoid disagreeable 
comments at the finale. They should continue their patriotic 
labors not only along political lines, but by opening highways, 


1This statement is based on private advices from Central America during 
this period. 
2 La Voz del Atléntico (Bluefields), December 10, 1921; El Guatemalteco, Jan- 
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unifying their laws and cherishing their common ideals. Thus 
they would finally form the grand republic of their dreams. As 
to the immediate situation he wrote: 


In the present attempt we commenced the unionist process at San 
José and ended in Washington. In the next we should ponder well 
whether it would not be better to shift the scene and begin where we 
now have left off. We know well that there are many who tremble 
every time there is mention of going to Washington to consider prob- 
lems that in their opinion concern only Central Americans; but we who 
have seen Europeans and Asiatics going to the White House to ask 
moral aid and cooperation in solving some of their problems have very 
definite views upon this point. If China with its 400,000,000 inhabi- 
tants and its 11,000,000 square kilometers of territory has gone to Wash- 
ington to ask aid against the absorbing policy of Japan; if England, 
mistress of half the world, has also gone to Washington to ask coopera- 
tion in resolving its financial and military problems; if, in short, 20 
nations all richer and stronger than Central America have gone to dis- 
cuss their problems with the Government of the United States, we do 
not see that it would be indecorous for us to go likewise to Washington 
to discuss an affair which is of interest to the entire world, because from 
the entire world we hope for recognition and moral support to sustain 
ourselves.? 


1Mario Ribas in Renacimiento (Tegucigalpa) January 31, 1922. This editor 
contributed ‘“‘A Central American Indictment of the United States” to Current 
History for September, 1927, XX VI, p. 919-924. 
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IV. THE RENEWAL OF THE WASHINGTON PACT 


Failure was the foreordained lot of the Central American 
Federation. Premature dissolution had overtaken the Court of 
Justice. With the passing of these two common agencies there 
was prospect of immediate reversion to the program of intrigue, 
revolt, intervention and retaliation that had been so distressingly 
familiar 15 years before. Even the general treaty of 1907 seemed 
of doubtful validity. It was incumbent therefore upon Wash- 
ington to insure peace and economic prosperity in these tumultu- 
ous republics. More direct measures must be employed than had 
been the case during recent years. Nicaragua, as usual, re- 
mained the pivotal point in the renewed policy. 


Toe ReturN To WASHINGTON 


A reversion to disorder seemed imminent in 1922. During the 
spring and early summer of that year political refugees from 
Salvador, aided by sympathizers from Honduras, were gathering 
on the border of the two countries in an attempt to overthrow 
the Salvadorean President, Jorge Meléndez. Some purport to 
associate this plotting with the $6,000,000 loan for which that 
Executive was negotiating in New York. During that year, as 
during his whole Administration, President Rafael Lopez Gutiérrez 
of Honduras was troubled with serious outbreaks, most of which 
were planned in Nicaragua. In the latter country the Chamorro 
Administration was serving as a pretext for a series of revolts 
that culminated in August, 1922, in more serious attacks on 
Chinandega and Leén. The Liberals of Nicaragua in this in- 
stance were aided by refugees from Honduras and Salvador, but 
were driven off with small loss of life. President Chamorro 
thereupon renewed an earlier proposal for a conference with the 
Executives of the other two countries. The United States offered 
the Tacoma, then in the Gulf of Fonseca, as the meeting place, 
and on that vessel, August 20, 1922, the three Executives came to 
an. agreement as to their individual and collective responsibility 
to preserve neutrality. 

In all probability the American ministers to the three countries, 
who were present, helped in reaching this agreement. The three 
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Executives promised their best efforts to prevent refugees within 
their borders from stirring up revolt against their neighbors. 
Each evidently hoped to make this oft-repeated promise more 
effective by binding himself, in the case of a successful foray from 
his territory, to send forces to aid in repressing the attempt and 
also to arrest and punish those who were instrumental in violating 
neutrality. In the case of prospective outbreak each might 
expel from his country any who were strongly suspected of 
complicity. 

These resolutions virtually reiterated Arts. XVI and XVII of 
the general treaty of 1907. In adopting them the three Executives 
showed that they regarded its provisions as still praiseworthy, 
although their action cast some doubt on its validity. Accord- 
ingly, they proposed a second conference at which they would 
consider measures to render the treaty more effective and take up 
other questions of common interest. They also invited the 
Governments of Costa Rica and Guatemala to ratify the Tacoma 
agreement and to take part in the proposed conference. Each 
Government declined these invitations, but each declared that 
it regarded the treaty of 1907 as still in force.? 

Some two months later, when the Government of the United 
States issued a similar invitation, all five republics accepted, and 
in Washington on December 4, 1922, their representatives began 
a second conference on Central American affairs almost at the 
spot where the first had adjourned 15 years before. 

Secretary Hughes in his opening address recommended measures 
to make more effective the treaty of 1907 and expressed the hope 
that the Central American Republics might find it advisable to 
apply to themselves some of the principles of the Conference on 
Limitation of Armaments, thus setting a worthy example to the 
rest of the continent. He suggested that the commissions of 
inquiry which were provided for in the so-called “Bryan treaties” 
might be utilized in their common relations. It would likewise 
be desirable to devise some tribunal to replace the defunct 
court.” 


1 Diario del Salvador, February 12, 1923; also New International Year Book, 
1922, articles on “Central America” and the separate countries. The Tacoma 
agreement is printed in Conference on Central American Affairs, p. 6. 


* Conference on Central American Affairs (Washington, 1923), p. 22 ff. 
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Comparisons with the conference of 1907 were naturally in 
order. Mexico, it should be noted, was not a sponsor — in fact, 
did not then have a formal representative in Washington. No 
other Hispanic American nation took its place, thus emphasizing 
the sole responsibility of the United States for the gathering. 
This single-minded direction, as southern critics were not slow 
to point out, was further evidence of the growth of North American 
influence in their affairs. The fiscal control of the United States 
had, according to one writer, become so important that nothing 
transpired north of Panama that did not first receive its approval. 
Its Government, another charged, was becoming more and more 
the creature of economic imperialism.1_ A newspaper in Bogota 
termed the conference a new threat against the liberties of Spanish 
America, a new link in the economic chain that the Monroe doc- 
trine was riveting about them.” Others — and among them the 
San José editor who quoted this disparaging remark — did not 
regard the situation as utterly hopeless. He expected little 
from the present conference, composed as it was of such de- 
pendencies as Nicaragua and Guatemala. Nor did the Costa 
Rican representation give him more confidence. The gathering 
would probably result in a “mere glorification of Chamorrism.” 
As long as the United States did nothing to improve conditions 
such assemblages would prove worse than useless, for each left 
behind an added burden of rancor. 

The remedy lay not in breaking off relations with their northern 
neighbor but in a firm and courteous insistence on their independ- 
ence, so as to gain the respect of the American people. If their 
five Governments could be brought to work together in dignified 
and lawful manner, and in mutual faith and good will, they might 
solve once for all their juridical relations with the United States. 
He had urged this policy upon President Acosta of Costa Rica 
and pointed out that by joint action at Washington they might 
solve the real problem of Central America — namely, the ab- 
normal position of Nicaragua. 

The relation of the United States with their fellow republic, 
he claimed, was the real reason for the failure of the former con- 
ventions. A further step in creating dependencies was Secretary 


1 Diario del Comercio (San José), January 18, 1923. 
2 Quoted, zbid., January 14, 1923. 
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Hughes’ recent note to Honduras and Salvador, advising their 
Executives not to assume a hostile attitude toward the government 
of General Orellana in Guatemala. Both these and other attempts 
at diplomatic pressure might be neutralized, the editor believed, 
by a calm and frank discussion at the conference. Because 
President Acosta and other Central American Executives preferred 
as the editor phrased it, to await the “development of circum- 
stances,” he predicted that the gathering would prove a “dis- 
enchantment.” ! 

A fellow editor in San Salvador viewed the problem as one that 
involved less of “Yankee peril” than of danger from their own 
spirit of pride and disunity. He resented the tone of criticism 
that Latin American writers so often used in discussing their 
relations with the United States. That nation stood forth as the 
defense of the continent. There was much in its culture that was 
worthy of imitation. They needed to develop more unity among 
themselves, and to arouse in their young people, as José Ingenieros 
had declared, a new spiritual devotion that would affect all phases 
of public life.” 

At the conference itself the proceedings gave little promise of the 
wished-for unity. In the opening addresses there were references 
to the defunct Court of Justice and to the necessity of replacing 
it by some suitable tribunal. The delegation of Honduras, true 
to form and to its Constitution, brought up federation as a topic 
that should be added to the agenda. But after some discussion 
in which the Salvadorean delegation alone supported the proposal, 
this subject was postponed for consideration at a special conference 
to be called in 1926. This action drew out the editorial comment 
that at that rate it would take a lot of costly conferences to realize 
the ideal of union.? Next, the delegates of Costa Rica resigned 
on December 10 as a result of criticism from their Government. 
They were replaced on December 18 by a former President and 
the former secretary of the delegation.t Then the gathering 
divided over participation by the United States in the work of the 

1 Diario del Comercio, of. Current History, September, 1927, XXVI, p. 917. 

2 Diario del Salvador, March 16, 1923. 


3 El Renactmiento (Tegucigalpa), quoted in Diario del Comercio (San José) 
February 17, 1923. 


4 Conference on Central American Affairs, p. 138, 144. 
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tribunal that was to replace the former Court of Justice and in 
the commissions of inquiry. Three of the republics opposed its 
taking part unless its representatives signed the conventions 
creating those bodies. Finally, the matter was referred to the 
Governments represented by the objectors — Salvador, Hon- 
duras, and Costa Rica — from whom permission for such participa- 
tion was promptly forthcoming.! 

Despite delay and factitious debate the finally adopted program, 
February 7, 1923, seemed imposing. There was a new general 
treaty to insure neutrality, stability and good neighborhood; 
conventions for the establishment of a Central American Tribunal. 
of international commissions of inquiry (to which the United 
States was to be a party) and for the limitation of armaments; 
conventions for the establishment of permanent commissions on 
finance and means of communication, for free trade, and for the 
unification of labor laws; conventions for extradition and for the 
preparation of projects of electoral legislation; conventions on the 
practice of the liberal professions, on the establishment of stations 
for agricultural experiments and animal industries, and on the 
reciprocal exchange of students. In short the results of the con- 
ference as one critic wrote, seemed to include everything that the 
“tropical imagination of the delegates could invent.” .? 


TESTING THE WASHINGTON PrRoGRAM 


The conference ended with what its sponsors regarded as a 
hopeful augury. At the closing session it was announced that the 
long-standing boundary dispute between Guatemala and Honduras 
was to be submitted to the arbitration of President Harding.’ 


1 Excelsior (Guatemala), July 10, 13, 1923. The subcommittee proceedings 
were not published, cf. Conference, p. 238, 240. 

The question of union was much discussed in the conference. Alberto Uclés 
of Honduras, for instance, said on December 27, 1922: 

“The secret why the union is not formed is quite clear. The secret is this: 
Those of us who are in office do not want to get out, and those who aspire to get 
the offices want to find them undiminished. It is nothing less than raw, una- 
bashed feudalism.” (Conference, p. 208.) 

2 Diario del Comercio (San Salvador), February 14, 1923. The texts are in 
Conference, p. 284; American Journal of International Law, Supplement, 17, p. 70; 
International Conciliation, No. 189. 

3 Conference, p. 56. The agreement expired before the question was actually 
submitted for arbitration, so that the end contemplated was not attained. 
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To some of those present the announcement simply served as one 
more sign of American imperialism; to others it meant a favorable 
start for the renewed program. 

As to the program itself comment varied. One editor observed 
that it served nothing but the interests of the United States. 
Another expressed distrust of an assembly in which representatives 
of Chamorro and of Orellana largely figured. Protocols were 
useless with those caudillos (party chieftains), who were inter- 
ested only in suppressing liberty and in remaining subservient to 
the State Department.2, What Central America needed, he con- 
tinued, was to put new men in office and imbue them with a new 
spirit to bring about free elections, establish durable peace and 
display more concern for the rights of the proletariat. In the 
course of the social festivities at Washington he noted that the 
delegates of Costa Rica attended five breakfasts, three receptions 
and four dinners and observed that it would have been better for 
them to eat less, say less and attack the “cancer of Central 
America,” which if not checked would spread to all the neighbor- 
ing countries. Salvador, indeed, had already contracted the 
malady in the form of a loan for six millions with its attendant 
fiscal supervision.® 

In due time the President of Salvador transmitted the several 
conventions to his congress for approval. In his message sub- 
mitting them he expressed the opinion that the tribunal and the 
commissions of inquiry would prove better working agencies than 
the former Court of Justice. A Salvadorean editor noted that 
these conventions brought the United States still more promi- 
nently into Central American affairs, but he did not oppose this 
intromission for he believed in the integrity of their great northern 
neighbor. What should give them concern was not the “Yankee 
peril” but rather the consequences of their own pride and dis- 
unity.> From Mexico City came the alarming ccmment that if 
the conventions were ratified all Central America would be 
“Chamorrized.” This correspondent added that a rumored 


1 Diario del Salvador, April 3, 1923. 

2 Diario del Comercio, February 14, 1923. 

5 Ibid., for the contract ef. Foreign Loans (S. Con. Res. 22), p. 109. 
4 Diario del Salvador, April 5, 1923. 

5 Ibid.; also issue for May 23, 1923. 
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agreement with Costa Rica would, like the Bryan-Chamorro 
treaty, prove a “ghastly joke.” Those countries would find out 
that they had signed away perpetual rights in a proposed canal 
that would never be constructed on account of expense.! 

The reception of the conventions was also influenced by the 
approaching Fifth Pan American Conference. Some who resented 
what they termed the betrayal of their hopes at Washington now 
proposed to neutralize this “treachery” by a greater display of 
unity at Santiago. Peru and Mexico would not be represented 
there and in resentment because of the absence of the latter and 
because of its own depleted finances, there was strong opposition 
to the sending of a delegation from Costa Rica. But in the end 
strong representatives were selected, headed by Alejandro Al- 
varado Quirés, the former exponent of unionism.2 From this 
group there emanated at Santiago those changes in the Governing 
Board of the Pan American Union that seem destined to modify 
the dominant position therein of the United States,’ especially 
the provisions making the presidency elective and rendering 
delegates independent of American recognition of governments. 

The Washington conference gained its meed of technical suc- 
cess. Guatemala was the first, early in 1924, to ratify the con- 
ventions. Shortly afterward Nicaragua ratified the general treaty 
and the conventions establishing the tribunal and commissions 
of inquiry. Salvador rejected the convention for the tribunal. 
Costa Rica in November approved and defined the whole series. 
Honduras, after two years of internal strife, early in 1925 accepted 
the general treaty and the conventions on the tribunal, the com- 
missions of inquiry and limitation of armament. It was the last 
to act and by its ratification technically established the major 
part of the Washington program.* Unfortunately the situation, 
first in Honduras and later in Nicaragua, prevented the realization 
of any practical results. 

Fresh disturbances in Central America followed hard upon the 
Washington conference. In February, 1923, came the prediction 


1 Diario del Comercio, April 5, 1923. 

2 Ibid., February 21, 22, 1923. 

3 Report of the Delegates of the United States of America to the Fifth International 
Conference of American States, p. 125, especially Art. V. 

4 Cf. New International Year Book for 1924 and 1925 under titles “Central 
America,” the separate countries, and “International Arbitration.” 
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that a malady of “acute presidentitis” was about to break out 
in Honduras, coupled with the suggestion that a Gorgas should 
be sent there to find the bacillus and stamp out the plague. By 
May the symptoms of a portending struggle for the presidency 
were so threatening that it seemed the United States could not 
avoid interyention.1 The Liberals divided, thus permitting a 
three-cornered fight. An outbreak in July was promptly sup- 
pressed. The election took place in October amid great excite- 
ment, with the Conservative or National Democrat candidate 
as the apparent winner. Then followed in February, 1924, the 
customary resort to arms by the defeated candidates and a tri- 
angular struggle to gain and hold the capital. The United States 
severed relations, dispatched cruisers and landed marines on the 
northern and southern coasts, much in the usual manner. The 
presence of American-made airplanes and American aviators in 
the service of the revolutionists gave new terror to the customary 
carnage. 

The appeal to precedent was continued in April by calling a 
peace conference at Amapala. The other four republics sent 
representatives and Sumner Welles of the State Department, 
acted as the “Gorgas”’ of the consultation. Under the pact of 
Amapala, General Tosta, one of the revolutionists, was installed 
as provisional President, the United States taking the position 
that Carias, the probable victor of the October election, was in- 
eligible then and at the general election to follow because he had 
resorted to violence. Early in July a constituent Congress met at 
Tegucigalpa to assess damages and make the necessary legalistic 
repairs. Apparently Honduras was back to normalcy, that is, 
to the period of exhaustion that usually followed these internecine 
contentions. 

But the fighting spirit had not wholly exhausted itself. In 
August an outbreak occurred at Amapala, followed in September 
by another on the north coast, where the marines were promptly 
landed. In November all resistance to the acting government was 
crushed. ‘This hostile interlude caused the elections to be post- 
poned, but in December the voters were asked to select a per- 
manent president — desirable, if hardly likely. Miguel Paz 
Baraona received 65,000 out of 66,000 votes cast and in Janu- 


1 Diario del Salvador, February 6, May 27, 1923. 
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ary, 1925, was installed as President, to the openly expressed 
gratification at least of the chief intervening Government. The 
year was marked by another abortive insurrection of the one-two- 
three variety,’ with the marines playing their customary part. 
Evidently the Government of the United States was determined 
that turbulent Honduras should play the neutral réle that had been 
assigned to it. Having thus graphically illustrated the workings 
of the Washington plan, the country during the year ratified the 
significant portions of it.? 

Such disturbances should have muddled up still more the 
country’s hopeless finances. Yet, through the efforts of its mentor, 
an agreement was reported as signed in Washington, in March, 
1926, for the settlement of the long-standing British debt. By 
this arrangement Honduras was to pay a total of $6,000,000, to 
be distributed in semi-annual instalments over a period of 30 
years. In this way its Government was relieved of a nominal 
indebtedness which with accrued interest was reckoned at 150 
millions.? “Dollar diplomacy’? had scored another impressive 
success. A long-standing paper claim had not only been reduced 
in amount but changed in nomenclature. Notwithstanding fail- 
ure effectively to control the 1924 election, Washington hoped 
that, after the refunding of the British debt, Honduras might 
look forward with confidence to a fairly peaceful future. 


Tuer ELECTION AND THE Coup D’ETAT 


Nicaragua was next called upon to pass through a presidential 
election. This was destined to prove in every way a more severe 
test for the Washington program and to gain greater publicity 
than the contest that had just occurred in Honduras. President 
Diego Manuel Chamorro died in office,.October 12, 1923.4 His 
demise threw the election machinery into the hands of Bartolomé 
Martinez, his legal successor. The new executive, like the old, 
belonged to the Conservative party but not to the Chamorro 


1 7,e, — outbreak, intervention, conference. 

2 New International Year Book for 1923, 1924, 1925, article ““Honduras”’; cf. 
Current History, September, 1927, X XVI, p. 923, 924. 

3 Ibid., 1926, article “Honduras.” Yet by the latter part of 1927 Honduras 
was reported as failing to carry out even these favorable terms, ¢f. editorial Chicago 
Tribune, October 29, 1927. 

4 Ibid., 1923, article “Nicaragua.” 
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family. For a time he kept the cabinet of his predecessor, but 
later made some changes in order the better to carry out his own 
policy. This, it may be inferred, had some bearing on the approach- 
ing election and his desire to determine its outcome, even if it 
did not mean his own continuance in office. 

The country now possessed a new election law, drafted by an 
American expert, H. W. Dodds, and adopted by the Congress 
at a special session in 1923. Mr. Dodds had acted as “observer” 
during the two previous elections and presumably had prepared 
a law that would meet the exigencies of a Central American 
electorate; but Congress, before adopting it, altered it for the 
worse.! The forthcoming referendum was doubly important. 
Should it come up to the expectations of its sponsors the marines 
were to be withdrawn from the country. Special pains must be 
taken, therefore, to insure the fairness of the poll. The Martinez 
Government with the approval of the State Department had 
arranged for a group of outside observers, large enough to look 
after each of the 14 departments into which the republic is 
divided. 

The presidential incumbent evidently wished to give further 
assurance as to the validity of the approaching contest. A split 
had occurred among the dominant Conservatives. A considerable 
element of that party still followed General Emiliano Chamorro, 
who came back from Washington to direct his campaign in person. 
Another group calling itself Conservative-Republican, supported 
Carlos Solérzano. A split had also occurred among the Liberals. 
The larger group, after some preliminary skirmishing among 
the four “parties” thus formed, effected a combination with 
Solérzano by which he became its candidate for president with 
Juan B. Sacasa, a Liberal, as its choice for vice-president.” 

On July 16, 1924, the Nicaraguan minister of forcign relations 
notified the State Department of the above nominations and asked 
if Washington would look with favor on such an alliance. On the 
same day he was advised that the Government of the United 

1 New International Year Book, 1923, “Nicaragua”; also H. W. Dodds, “The 
United States and Nicaragua,” Annals of the American Academy of Political and 


Social Science, July, 1927, CXXXII, p. 137; Stimson, American Policy in 
Nicaragua, p. 19. 
2 Evidently Martinez would have preferred to sustain his own candidacy but 


was not strong enough to gain the support of his party; ef. Dodds, loc. cit., p. 
and Report of High Commission for the Year, 1924, p. 4. i iP 
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States “had no preference whatever regarding presidential candi- 
dates in Nicaragua.” It desired only “a free and fair election and 
felt that the transfer of the center of political activity of Nica- 
ragua to Washington would be detrimental to that Government’s 
interests.”” The State Department, therefore, declined to express 
its views in regard to any ticket, but wished no one elected con- 
trary to Art. IT of the general treaty of Washington.! 

Shortly after this direct if somewhat disconcerting plea for 
guidance, the Martinez Administration took a significant step 
toward real self-government. It notified Washington that it 
would prefer not to have “observers” at the coming election. It 
could, of course, justify its decision on the score of expense, and 
in face of its own declaration the State Department did not press 
sending them.? Later the objection of the Nicaraguan Govern- 
ment was withdrawn, but not in time to insure the presence of 
observers at the polls. 

The ensuing election was pronounced the fairest ever held in 
Nicaragua. Solérzano and Sacasa, with the backing of Martinez, 
were decisively elected by a vote of about 48,000 to 28,000. Later, 
there were charges that Mexico exerted some influence in the 
contest and that two decrees issued by President Martinez during 
the campaign were later declared unconstitutional by the Su- 
preme Court. The latter statement, at least, is not so significant 
as it sounds, nor was the subsequent characterization of the 
Congress that passed upon the election as “falsely seated” at 
all convincing. The United States promptly recognized the new 
Administration. 

The new Executive was not a strong man and he faced the 
necessity of carrying on with a coalition cabinet. Each faction — 
Conservative and Liberal —tried to run the Government and oust 
its rivals. The Liberals had contributed the greater part of the 
votes to the coalition ticket but had fewer cabinet offices than the 
Conservatives. Congress, too, where both brands of Conservatives 
were represented as well as the Liberals, proved unruly and did 
little except to vote itself a 50% increase in salary and prolong 


1 Current History, July, 1924, XX, p. 1010. 

2 Cf. Dodds, loc. cit., p. 138. 

3 Statement of Dr. Laureano Zelaya in New York Times, January 9, 192'/, p. 2; 
cf. Dodds, loc. cit., p. 138. 
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its session. It defeated a proposed new loan of $500,000 with 
which the Government planned to increase the capital of the 
National Bank, and also certain changes that Professor Jeremiah 
W. Jenks, the fiscal arbiter, and an expert in accountancy proposed 
in the fiscal system. These proposals were regarded as impractical 
and led to a resolution to investigate the expense of the commis- 
sion. The proposal for an additional loan of five millions to be 
used in paving the streets of the larger cities and in constructing 
sewers also failed to meet congressional approval. These rebuffs 
lowered American prestige in Nicaragua. 

The factitious opposition in Congress led to several cabinet 
changes and the shifting of ministers at Washington. In May, 
after considerable modification of the original plan, the legis- 
lative body passed a law for organizing a constabulary force of 
400 men, and in June C. B. Carter of Texas was appointed to 
instruct it.2. In August, rumors of Conservative insubordination 
in the cabinet caused further official changes. The marines left 
early in the month amid universal expressions of satisfaction. The 
commander of the new constabulary had arrived a few weeks 
before. Conditions on the eastern coast, where he first landed, 
did not seem auspicious nor did his impressions grow more promis- 
ing as he journeyed toward the capital and assumed charge of 
his embryo force. The army, which was the real political de- 
terminant, was not disbanded. ‘Two brothers of the President’s 
wife held the chief military posts in the city and thereby dominated 
the executive himself. Nor did they wait long before giving 
signal proof of their power. 

Early in August a cabinet crisis was averted, so it was re- 
ported from San Salvador, by the resignation of two of the 
principal ministers. The insubordination of Salvador Castrillo, 
minister of public works, a leading supporter of Chamorro, was 
the alleged cause of the crisis. On August 28, three weeks after 
the departure of the marines, President Solérzano announced a 
new cabinet. As a protest against further Liberal representation 
therein Alfredo Rivas, one of the domineering brothers-in-law, at 

1G, a - ; : 3 : 

1995, EAI ak. April, 1925, XXII, p. 118; May, 1925, XXII, p. 290; July, 


2 Tbid.; also C. B. Carter, ““The Kentucky Feud in Nicaragua,” World’s Work, 
July, 1927, LIV, p. 312-321; and Current History, September, 1925, XXII, p. 929. 
Charles C. Eberhardt became American minister at Managua, March 25, 1925. 
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the head of 100 men shot up a public reception in wild-west 
fashion and arrested several prominent Liberal guests. Among 
them was the minister of public finance. On the following day 
Minister Eberhardt secured the release of the prisoners, but the 
member of the Cabinet against whom this demonstration had 
been staged resigned, as did also the minister of war. Solérzano 
took over the functions of the latter office apparently the better 
to give them up a little later to Chamorro. After several days 
of further negotiation, with resident Americans acting as inter- 
mediaries, Rivas turned the fortress La Loma, from which he 
commanded the city, over to the President. It has been charged 
that he had already agreed to turn the stronghold over to Chamorro 
for $5,000, but apparently he did not suffer financially for failing 
to carry out that bargain.' 

After this exhibition of administrative weakness, President 
Solérzano was advised to turn La Loma over to the constabulary, 
but declined to do so. On October 25, 1925, Chamorro, who 
had found another approachable officer, secured possession of the 
coveted fortress through treachery. From this point of vantage 
he forced the President to dismiss the Liberal members of his 
cabinet, pay him $10,000 for personal expenses in arranging the 
coup d@’état, and to appoint him commander of the army. The 
President hesitated to order the constabulary to attack the 
usurper. When he refused to ask aid from the war vessels already 
hovering along the coasts his days as chief executive were num- 
bered. Vice-President Sacasa fled abroad in fear of his life. 


Tuer TROUBLESOME DICTATORSHIP 


Thus began a new era of unconstitutional government in 
Nicaragua. It was doubly unwelcome to Washington because 
it was headed by a former favorite and a delegate to the Washing- 
ton conference. In the face of Chamorro’s treacherous effrontery, 
the chief of the new constabulary, the American minister, the 
fiscal agents and the irresolute President were helpless. Wash- 
ington was unwilling to act without a definite request from con- 
stituted authority. No course seemed possible but the negative 
one of nonrecognition. 

1 Carter, loc. cit.; Current History, September, 1925, XXII, 976, and October, 
1925, XXIII, 111. 
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For the time being Chamorro manipulated affairs through the 
figure-head executive. The army was strengthened at the expense 
of the precarious revenues. The coffee growers complained about 
the shortage of laborers, who were drafted for the army, and the 
merchants in Liberal strongholds found fault with the abuses 
committed by the soldiery. Contingents from the new national 
guard — now also under Chamorro’s direction — afforded only 
slight relief. During this period of uncertain dictatorship the lot 
of the agents of foreign supervision was unenviable.* 

Having gained control of affairs at home, Chamorro undertook 
to intrench himself in power abroad. The President obligingly 
recalled the Liberal minister at Washington and appointed in his 
stead Chamorro’s old friend, Salvador Castrillo,? readily reorgan- 
ized as the cosigner of the 1911 “dollar diplomacy” treaty. With 
the means of diplomatic and military defense thus secured, Cha- 
morro now pressed forward to the presidency, by legal but no less 
specious and forceful means. He became secretary of war, Janu- 
ary 13, 1926, and almost immediately senator, although possession 
of the former office made illegal the holding of the latter. He had 
already forced Congress, on the pretext of fraud, to declare void the 
elections of 18 members and immediately filled their seats with his 
friends. This complaisant body under his bidding summoned the 
refugee Vice-President Sacasa, then in Guatemala, to return and 
answer charges of conspiracy to invade the country. Naturally, 
Sacasa refused to be a party to his own demise, so Congress de- 
clared his office vacant and banished him for two years. 

Chamorro was now ready for the final act. Congress having 
elected him as first designado, he induced Soldérzano to resign. 
Congress refused to accept Solérzano’s resignation but granted 
him an indefinite vacation. Whereupon Chamorro on January 17 
took possession of the presidency. Technically he had complied 
with the letter of the law — at least in the final steps — but in 
reality he was a usurper who expected his former close relations 
with the State Department to absolve him from political crime. 

1 Carter, loc. cit., and Current History, December, 1925, XXIII, p. 413; State 
Department release, October 26, 1925; and Walter Scott Penfield, “Emiliano 


Chamorro, Nicaragua’s Dictator,” in Current History, June, 1926, XXIV, 345- 
350. 


2 State Department release, January 5, 1926. 
3 Penfield, loc. cit., 349; Current History, March, 1926, XXIII, p. 892. 


a ee 


AMERICAN COUNSEL TO SACASA V79 


In method of procedure his course suggests comparison with that 
of Mena, who provoked forcible mediation in 1912. Would 
Chamorro’s action now result in a second intervention? 

The State Department did not leave him long in doubt as to its 
attitude. On January 25, in response to a note, Secretary Kellogg 
informed the Nicaraguan minister that “the Government of the 
United States has not recognized and will not recognize as the 
Government of Nicaragua the régime headed by General Cha- 
morro, as the latter was duly advised on several occasions” after 
his coup d’état of the preceding October.! In this refusal to recog- 
nize the usurping administration the other Central American 
Governments concurred. To this extent, at least, the general 
treaty of 1923 proved effective. 

Nor was Chamorro more successful in insuring his control by 
offering to sell the Nicaraguan Railway and the National Bank. 
The exiled Sacasa, who was then in the United States, warned all 
possible purchasers that such a sale would be illegal. No rep- 
utable firm, it may be added, would risk the purchase while the 
State Department withheld recognition. On the other hand, 
Sacasa was no more successful in obtaining that boon. He was 
counseled at Washington to be patient and assured that “every- 
thing would be fixed up without bloodshed,” ? but received nothing 
more satisfying than vague statements. It is not surprising, 
therefore, that he sought the more congenial atmosphere of Mexico 
and of Guatemala. 

Chamorro, it seemed, could expect nothing more tangible than 
a possible continuance in office until the legal period of election 
in 1928. The economic situation gave him some encouragement. 
Importations continued on a good scale with correspondingly 
adequate revenues. The American Government persisted in its 
refusal to recognize him, but the various fiscal agents and the 
American minister maintained with him unofficial relations that 
were outwardly friendly. In June Mr. Eberhardt was granted his 
usual leave of absence and turned over the legation to Lawrence 
Dennis, the secretary. This change, the Department announced, 
had “no political significance whatever,” * but subsequent hap- 
penings tend to convey a contrary impression. 


1 State Department release, January 25, 1926. 
2 Penfield, loc. cit., p. 349; also personal statement of Thomas W. Moffat. 


3 State Department release, June 8, 1926. 
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In May the Liberals opened hostilities by raiding the branch 
of the National Bank at Bluefields. As the corporation was 
chartered under the state of Connecticut, the protest of its manager 
speedily brought a cruiser “to protect American citizens and 
American property.” Its commander declared Bluefields a 
neutral zone, although the Liberals retained possession of it and 
of neighboring points. An attempt on the part of the Liberals 
to take over the customs led to a protest from the collector-general 
that this act was a violation of contracts. By the end of the month, 
thanks to these complications and his own prompt measures, 
Chamorro had recovered possession of the east coast.! 

In June Sacasa, who had become discouraged and left the United 
States, went to Guatemala. He was reported as planning another 
raid on Bluefields. Chamorro claimed that the raid was to receive 
aid from the Mexican Government, but that Government denied 
the charge. In August hostilities were renewed on both coasts. 
Chamorro lost control of the eastern littoral, notwithstanding the 
fact that American warships promptly reappeared there and the 
neutral zone was reestablished and enlarged. In September the 
United States declared an embargo on the exportation of arms to 
either faction. Mexico, however, permitted the practice and its 
continued assistance formed the basis of a protest to that Govern- 
ment. Chamorro, indeed, had cabled his complaint to the League 
of Nations. The cable, it was explained, was purely “informative 
and denunciatory”’ and called for no action by the League.” 
Naturally the complaint aroused interested surmise as to its 
bearing on the Monroe doctrine. 

Toward the end of September — through the mediation of 
Admiral J. H. Latimer, who commanded the naval contingent 
that was gathering about the troubled land — an armistice was 
declared for 15 days.’ This interval was to be used for a con- 
ference between the factions at Corinto. At this gathering the 
representative of the United States, now Mr. Dennis, assumed 
the usual directive réle under orders from Washington. 

1 Current History, July, 1926, XXIV, p. 616; State Department releases, May 
4, 7, 10, 1926; Report of the Collector-General of Customs, 1926, p. 10. 


2 New York Times, August 8, 1926; Current History, October, 1926, XXV, p. 
121; November, 1926, X XV, p. 289. 


3 State Department release, September 24, 1926; Current History, November, 
1926, XXV, p, 289. The admiral was to act as “arbitrator.” 
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The presidency proved the stumbling block to agreement. 
Chamorro, of course, was out of the question. He had promised 
the American chargé to resign, whatever the outcome of the 
conference. The Liberals insisted upon Sacasa, but proposed as 
well several neutrals, as president; or in the event of a failure to 
agree among themselves, to submit the question to arbitration by 
a representative of the State Department and of each of the other 
four Central American republics. The utmost concession of the 
Conservatives was to submit the matter to the State Depart- 
ment. This faction seemed determined to force the selection of 
Adolfo Diaz and none other and in this attitude they confidently 
counted upon the support of Washington. Nor were they disap- 
pointed. With respect to the cowp d’état of the preceding October, 
Diaz was, to quote a familiar expression, “‘as deep in the mire 
as Chamorro was in the mud”’; but he had avoided the open acts 
that rendered the latter unavailable. This freedom from specific 
entanglements, coupled with his former services, rendered him 
acceptable to the State Department. While Diaz and his pro- 
spective chief supporter, Carlos Cuadra Pasos, were less agreeable 
to the Conservatives of Granada than Chamorro, they were 
willing to accept either until they had another chance to support 
their favorite at the polls. To the Liberals Diaz was scarcely 
more acceptable than Chamorro. When it appeared that they 
must either take Diaz or withdraw, they chose to retire and thus 
broke up the conference. 

Following this fruitless effort Chamorro “deposited” the ex- 
ecutive power on October 30 with Sebastian Uriza, the second 
designado.! This renunciation was regarded as a victory for the 
American policy. But it soon appeared that it was a meaningless 
gesture. Chamorro had not agreed to confer with his opponents 
at Corinto until he was assured that the Conservatives as a body 
would support him for the presidency in 1928. Moreover, 
Uriza, a personal friend and also acceptable to the Granada aris- 
tocracy, was likely to further his plans. One of Uriza’s first 
executive acts was to give Chamorro command of the army. 
He took no important step without consulting his mentor. Cha- 
morro’s withdrawal from the presidency proved a barren victory. 

1 Current History, December, 1926; XXV, p. 438. Chamorro was later ap- 


pointed by Dfaz as minister of Nicaragua to France, England, Spain, Italy and 
the Vatican. (Cf. La Prensa (Managua), December 11, 1926.) 
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The State Department continued to withhold recognition until 
“constitutional” procedure was gone through. 

In this emergency Uriza was brought forward to get Congress 
together in special session for the purpose of choosing an executive 
to fill out the unexpired term. This was the method prescribed 
by the Constitution in case of a vacancy in the office both of 
President and of Vice-President. A more natural method would 
have been to permit the succession of the Vice-President, Sacasa. 
It was true that he was then out of the country, but his absence 
was due to fear of Chamorro and his subsequent attainder by 
Congress was also determined by that dictator. A hint from the 
State Department after the abdication of Chamorro would have 
swept aside all technical pretexts and have established Sacasa 
as the constitutional executive for the unexpired term. ‘That the 
State Department did not pursue such a course was due, it was 
claimed, to the fact that the Liberals had sought aid in Mexico 
and that Sacasa had countenanced their acts even if he had not 
directly taken part in them. 

Uriza summoned Congress for the second week in November 
and recalled the 18 members whom Chamorro had expelled. The 
assembly organized with only nine of their seats filled and elected 
Adolfe Diaz as President, he receiving 44 votes. Fifty-three out 
of a total membership of 67 were present. There was some com- 
ment on the hasty procedure, for Congress usually spent a longer 
time in preliminary organization and it was unusual for its mem- 
bership to overlook such a chance for increased compensation.! 

The events of the past year had greatly disturbed but had not 
utterly destroyed the fruits of fiscal intervention. The personal 
relations between Chamorro and those who supervised the fi- 
nances, including the diplomats, continued to be outwardly 
friendly. Even amid the fiscal fluctuations that afflicted the 
eastern coast the collector-general managed to save some of the 
revenues there for the regular obligations of the treasury. The 
demands for defense and for extra military service disturbed 
finances. Officials who could not satisfy their pressing needs 
threatened to resort to forced levies. Trusted subordinates of the 
customs service were subject to arrest, if they chanced to be 
Liberals, and this prospect threatened the employees of foreign 
business houses. 


1 Current History, January, 1927, XXV, p. 559, 560, 603, 604. 
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V. CIVIL STRIFE AND THE SECOND INTERVENTION 


After the accession of Diaz to fill out the unexpired term of 
Solérzano affairs in Nicaragua recall the stormy events of 1911-12. 
Civil strife between local factions led to complications that at- 
tracted world-wide attention. The fiscal and commercial interests 
of the United States in the region and its canal privileges, already 
acquired or in prospect, gave that country a dominant position 
in Isthmian affairs. At first the Washington Administration 
expressed its hegemony in what may be termed military inter- 
ference rather than intervention, but gradually was forced by the 
bloody character of the local contest to take the more open course. 
This chapter is concerned with the events leading up to this 
second and, it may prove, more significant intervention in Nicara- 
gua. 

MEXICAN AND AMERICAN INTERFERENCE 


Diaz was elected President on November 11, 1926, and inducted 
into office three days later. On November 17 he was recognized 
by the State Department. On the following day it was reported 
that American bankers were ready to make his Government a 
temporary advance of $300,000, to be followed by a permanent 
loan of six millions.!. Both reports were denied by Diaz, but the 
former was carried out, although the latter was deemed unneces- 
sary. The prompt recognition, followed by new solicited financial 
obligations, was characterized by his opponents as “nothing but 
dollar diplomacy in its worst shape.” ? 

But Diaz had already bestowed upon his critics a worse term 
of reproach. The charges of aid from Mexico were revived, more 
widely circulated and given a sinister import as part of a world- 
wide Bolshevistic propaganda, by means of which Mexico sought 
to increase its prestige at the expense of the United States. In 
his formal reply to the notice of his recognition, President Diaz 
mentioned these activities, asked the American Government to 
help prevent them, and added that, whatever might be the means 
employed by the State Department, they would “meet with the 
approval of my absolute confidence in the high spirit of justice 


1 New York Times, November 18, 19, 20, 1926; January 1, 7, 1927. 
2 Ibid., November 19, 1926. 
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of the Government of the United States.”?1 There was little to 
justify the charge or the appeal. There was some gun-running 
from Mexico — more or less countenanced, it was clearly estab- 
lished, by the Government of that country — but this involved 
a question of expediency rather than a technical violation of 
international law. Mexico evidently was bent on establishing 
some sort of rapprochement with its southern neighbors, but this 
was largely cultural in character. As for the charge of Bolshevism 
that was, as one of the Mexican papers phrased it, “one-half per 
cent truth and 99 and one-half per cent imagination.” 

Language, race, past history and physical setting all combined 
to bring about a community of interest between Mexico and 
Central America. One need not mention the bogey of economic 
imperialism to explain this. The Mexican Government promptly 
repudiated the charge of undue interference in the Nicaraguan 
struggle but claimed, according to its foreign minister, to be follow- 
ing “‘a line of conduct of strict justice and absolute respect for the 
constitutional order in Nicaragua.”’ A Mexican newspaper pointed 
out that Central American revolutions were generally stimulated 
from the United States rather than from Mexico and that to bring 
forward the charge of Bolshevism against their country was 
merely a “shameless subterfuge.” The United States would not 
have recognized Mexico had it regarded the Government as 
Bolshevistic; 2 nor, as Sacasa’s agent pointed out, would Diaz 
have intimated his readiness to admit the Liberals to seats in his 
cabinet had he regarded them as wedded to undesirable propa- 
ganda. Perhaps the motive was to force the Liberals in Nicaragua 
to accept a predetermined peace. 

Following the definite recognition of Diaz, Sacasa left Guate- 
mala and took up quarters at Puerto Cabezas, on the east coast. 

1 New York Times, November 18, December 14, 1926; State Department release, 
November 18, 1926. 


* Excelsior (Mexico), quoted in New York Times, November 19, 1926; cf. also 
Appendix IV, 5, ¢, p. 875. 

Facsimiles of papers textually purporting to show that President Calles of 
Mexico aided Sacasa and also participated in communistic affairs were published 
in the Hearst newspapers beginning November 14, 1927. The authenticity of the 
papers was denied by the Mexican Government which correctly pointed out inac- 
curacies of idiom and spelling that would be very unusual in any governmental 
correspondence. The Spanish word “dolar” regularly appearing in the English 
form, “dollar,” for instance. 
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Here on December 7, he organized what the Mexicans recognized 
as the “Constitutionalist Government” of Nicaragua. In a 
statement he then issued he declared that he had no intention to 
subvert the social order of his country. He offered to guarantee 
all property rights and promised to encourage progress in every 
way. He expressly disclaimed compromising bargains with any 
other government or corporation and promised his fellow citizens 
a policy of peace and of mutual helpfulness.! 

For some months to come his course was to belie his promises 
but others must share with him the responsibility for that con- 
dition. On December 23 Admiral Latimer, on instructions from 
Washington, landed marines and bluejackets at Puerto Cabezas 
and at Rio Grande bar, establishing neutral zones at both places. 
This action was interpreted as due to a quarrel with the Liberals 
over the customs duties; but the Liberal envoy claimed that this 
dispute had been settled the week before and that business interests 
remained on good terms with Sacasa. He believed the occupation 
was designed to prevent the Liberals from driving the Conserva- 
tive forces from Pearl Lagoon. At any rate Puerto Cabezas, the 
Liberal capital, was temporarily put under a censorship, from 
which Bluefields, the headquarters of their opponents, was ex- 
empt.? Both points had been declared neutral zones. 

Despite this indirect aid, Admiral Latimer on December 27 
reported further losses by the recognized government and men- 
tioned that its defeated forces were retreating to the vicinity of 
Bluefields. He proclaimed his intention to disarm combatants 
of either faction should they come within the established neutral 
zones. ‘This was looked upon in Liberal circles as a chance for 
the Diaz troops to recuperate rather than to retire from the 
contest, for after being disarmed they were permitted to go 
into the interior. 

Notwithstanding this obvious favoritism and the handicaps 
placed in their way by these neutral zones (soon increased to 

1 New York Times, December 9, 12, 1926. Dr. Sacasa represented that portion 
of the Liberals who believed m peaceful methods. The resort to arms meant that 
the military element of the party had gained the upper hand and that its titular 


leader became largely a figurehead. Cf. Dodds, in The Annals of the American 
Academy of Political and Social Science, July, 1927, CKXXII, p. 139. 


2 Ibid., December 24, 25, 1926; State Department release, December 25, 1926; 
New Republic, January 5, 1927, L, p. 177. 
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six in number), by the blockades on the coast, the censorship of 
cables and radio stations (later lifted), the Liberals continued to 
gain in numbers and local prestige. There was a rumor that 
one more gun-runner had landed its cargo on the Gulf of Fonseca, 
while another was on its way to the same destination. Sporadic 
uprisings were reported from all parts of the republic in increas- 
ing numbers. The policy of hampering Sacasa and aiding Diaz 
seemed to make the former more popular. American, Canadian 
and French officers, as well as Mexican, were reported as serving 
under his standard. Should the western zone of hostilities spread 
to include Chinandega, as seemed inevitable, Managua and other 
points in the interior would find their food supply menaced. 

In view of the increasing peril that threatened him with the 
opening of the new year, Diaz directed to the State Department 
a more vigorous appeal for aid, at the same time that the British 
and Italian representatives notified our minister at Managua that 
these unsettled conditions menaced the lives and property of 
their nationals.?, With this double spur to action, the Adminis- 
tration moved promptly. The ban was lifted on the exportation 
of arms. Admiral Latimer was ordered to take measures to pro- 
tect the lives and property of all foreigners. By the middle of 
January, 15 vessels were available for service within the waters 
of the beleaguered land and 4,500 officers and men were ready to 
carry out the bidding of the State Department. New neutral 
zones were established on the eastern coast and at Corinto, while 
the marines reappeared at the capital. There these representa- 
tives of an irksome tutelage were received with an ovation that 
seemed no less sincere than the joy that accompanied their 
departure, 18 months before.? 

This conspicuous gesture of alien suzerainty provoked an im- 
mediate storm of outside criticism. Unfriendly comment had 
already appeared in the Latin American press. A newspaper in 
Costa Rica had asked if the United States was seeking to “undo 
the work of Secretary Hughes at the Central American confer- 

1 New York Times, December 28, 1926, January 2, 1927; State Department 
release, December 27, 1926. 


* Ibid., January 3, 1927; State Department release, January 5, 1927; cf. Appendix 
IV, 2, p. 869. 


3 Tbid., January 6, 7, 1927. 
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ence.””! One from Santiago, Chile, suggested (rather maliciously, 
perhaps) that the nations of South America should offer to medi- 
ate in this affair which so affected the moral prestige of the 
United States; another from Santiago, Cuba, scored both the 
“imperialism” of the United States and the “cowardice” of the 
Latin American nations in failing to come to the defense of 
Nicaragua. Lima, Peru, censured the intervention and the 
Liberal press of Madrid expressed sympathy for the victim of the 
“violation,” while offering Pan Hispanism as a counterpoise. 
The intelligentsia at home and abroad, personified in university 
faculties and student assemblages, voiced disapproval in numer- 
ous resolutions passed from Buenos Aires to Paris. The press of 
London and Berlin joined in the denunciation, although some of 
the British editorial writers seemed ready to welcome the United 
States into an “imperialistic” fellowship. Clerical papers both 
in Chile and in Spain, were inclined to more charitable utterance, 
but this may be attributed to a bias that was anti-Mexican rather 
than pro-American.? 

Congressional reproval likewise appeared in a series of resolu- 
tions. To these and other expressions of dissent Secretary 
Kellogg retorted that less of intervention was involved in the 
recognition of Diaz with all of its possible commitments than in 
the alternative of bringing back Sacasa and installing him in 
office.4 President Coolidge in a special message to Congress 
January 10, 1927, defended the constitutionality of the Diaz 
Government, referred to the necessity for carrying out the treaty 
of 1923 and charged the Mexican Government with provoking 


1 Diario de Costa Rica, quoted in the New York Times, November 19, 1926. 


2 La Nacion (Santiago, Chile), summarized in New York Times, January 1, 
1927; Diario de Cuba, quoted ibid.; El Comercio (Lima), quoted in La Nacion 
(Buenos Aires) and New York Times, January 8, 1927; cf. also New York Times, 
January 4, 7, 9, 1927. 

3 By Senator Shipstead, New York Times, January 4, 1927; statement by 
Senator Borah, ibid., January 6, 1927; by Senator Wheeler, zbid., January 9, 1927. 
The Senate Committee on Foreign Relations held executive session hearings of 
Department of State officials on Central and Latin American questions, which 
were partially printed in the United States Daily, March 10-18, 1927. 

4 New York Times, January 8, 1927. Possibly, according to the “guess” of 
Mr. Dodds, the Administration may have hoped by recognizing Dfaz to settle 
the dispute in Nicaragua more promptly; ¢f. Annals American Academy Political 
and Social Science, July, 1927, CXXXII, p. 139. 
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the situation in Nicaragua out of hostility to the United 
States.! 

Not even this labored message, supplemented by Secretar. 
Kellogg’s exposé of alleged Bolshevistic activities,? could still 
the debate that had been aroused by interference in Nicaragua 
and its attendant controversies with Mexico. In Congress the 
burden of attack and defense rested respectively on “imperial- - 
ism’? and the necessity for action under the Monroe doctrine, 
with Senators Borah and Lenroot as the leading protagonists.* 
Outside, the newspapers divided according to party label, with 
the independent press generally opposing the Administration. 
Most of the student, professional and labor groups were in oppo- 
sition and favored arbitration for the questions at issue. In 
foreign lands unofficial criticism was overwhelmingly adverse to the 
Administration, although inclined to draw a distinction between 
its policy and the attitude of the American people. Many in 
higher political circles who recalled the pronouncements of Pres- 
ident Wilson, now uttered subdued chuckles at the predicament 
of President Coolidge and Secretary Kellogg. The London 
Spectator, however, sympathetically pointed out that the United 
States, having once acquired a foothold at Panama, must now 
continue until all Central America was brought under its 
control.4 

In Managua, as might be expected, President Coolidge was 
credited not only with endeavoring to protect American lives and 
property in Nicaragua, but with protecting the continent against 
unsound ideas. His reiteration anent Bolshevism was termed 
a mere pretext by the Santiago (Chile) Za Nacion, while from 
Santiago de Cuba came the charge that American imperialism 

1 House Document No. 633, 69th Cong., 2d sess.; New York Times, January 
11, 1927; Appendix IV, 1, p. 860. 


2 Cf. speech of Senator La Follette in the United States Senate, January 14, 
1927, with accompanying documents, Cong. Rec., 69th Cong., 2d sess., p. 1639- 
1642, 

5 For the speeches of Senators Borah and Lenroot, January 13, 1927, Cong. 
Rec., 69th Cong., 2d sess., p. 1572-1587. 

_ 4 Spectator (London) quoted in New York Times, January 14, 1927; ef. also 
wid., January 12, 14, 15, 16, 17, 20, 1927, for other quotations from the foreign 
press. 


° El Comercio (Managua), January 15, 1927; El Mundo (San José), January 
20, 1927. 
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was crushing Nicaragua. A more judicial utterance appeared 
in Buenos Aires: ! 


Evidently the President of the United States has not been able to carry 
conviction with his message neither to the Federal Congress nor to the 
world about the necessity of having adopted such extreme measures 
which in themselves constitute an injurious attitude toward the ideals 
and sentiments of international justice professed by all civilized countries. 
No acts against Americans justified military intervention without first 
exhausting all diplomatic measures and resources which the United States 
would have applied in the case of any other nation not so weak as Nicara- 
gua. 

President Coolidge in the matter of protecting the rights of his country 
before a weak Central American nation practically establishes a doctrine 
of acting in an unwarranted manner on mere disquieting or vague threats 
of injury to his country’s potential rights. It is difficult to suppose that 
such a doctrine, which all international opinion condemns, could secure 
the approval of American citizens and their representatives in Congress, 
whose rousing protests have been raised with impressive authority to 
safeguard the prestige of the United States before the world and before 
history. 

Rivat Cuams and Locat Mepiation 


Amid the furor of public criticism each of the rival claimants 
to executive distinction made further statements in his own be- 
half. Diaz reiterated his charges against Mexico, defended the 
regularity of his election, and declared his freedom from entangling 
fiscal obligations. Sacasa reviewed the events that led to the 
elevation of his rival and complained of the restrictions imposed 
on himself and his forces by Admiral Latimer. He disclaimed any 
hostility against the United States and stood ready to accept its 
friendship and cooperation in advancing the canal project, and 
of its capitalists in developing the resources of his country. In 
replying to Sacasa’s statement Diaz asserted that his countrymen 
had made a mistake in 1924 when they elected a president from 
one party and a vice president from another. Such an incident 
he claimed could not happen in the United States under its Con- 
stitution but they had not yet remedied this defect in Nicaragua. 
Nor was it possible, he added, to submit this election to the arbi- 


1 T.a Nacién (Buenos Aires), quoted in New York Times, January 13, 1927. 
2 New York Times, January 9, 1927. 
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tration of other Central American Governments. Outside aid was 
not invoked to settle the Hayes-Tilden contest in the United 
States. 

In addition to this appeal to a foreign historical precedent he 
denied that American bankers were supporting him, was silent 
on the Government’s aid, and accused his opponent. of receiving 
aid from Mexico. To appeal to such outside aid, he averred, 
against Chamorro’s government, which whatever its faults was 
the only possible one for Nicaragua, was a sufficient cause for 
impeaching Sacasa, as Congress had done. In his counter 
statement Sacasa contended that he was in the fight to stay, 
reiterated his protests against the methods of the blockading 
fleet, and inquired whether the Washington Government had 
forgotten that small nations needed a chance for self-expression. 
He likewise wished friendship and not tutelage and sought the 
removal of unfair restrictions.” 

Objections to the course being pursued by the United States 
were usually coupled with references to arbitration. In addition to 
general suggestions of the sort, especially current in clerical and 
academic circles, the Governments of Guatemala and Costa Rica 
had already offered mediation. Both refused to recognize Diaz 
when Salvador and Honduras earlier took that step. President 
Jiménez of Costa Rica stated that he could not recognize him as 
“legal president” nor Sacasa as “president de facto.” 3 On the 
other hand, the President of Salvador explained that he accorded 
recognition to Diaz because by so doing he hoped to see peace 
restored there the more quickly without foreign intervention. 

Owing to his prompt recognition by the United States Diaz had 
regarded mediation as unnecessary. By the middle of January, 
1927, reports were current that Costa Rica had renewed its offer. 
Officials in Washington, without committing themselves, seemed 
pleased. Moreover, a group of leading citizens in Salvador, with- 
out awaiting the sanction of their Government, urged acceptance 

1 Appendix IV, 5, p. 875, for extracts from these two statements, as condensed 


by the Congressional Digest, April, 1927, VI, p. 122, 123, 138, from the New York 
Times, January 10 and 12, 1927. 


2 Tbid., January 21, 1927. 
3 Tbid., January 14, 15, 1927; Current History, February, 1927, XXV, p. 734- 
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of this offer. The members of a medical association meeting in 
San José took the same action and decided to make an appeal for 
arbitration to the faculties of Harvard and Columbia Universities 
and to the leading institutions of Latin America. 

Sacasa at once indicated his willingness to accept the Costa 
Rican proposal, but Diaz rejected it on the ground that President 
Jiménez had already prejudged his case and had permitted the 
Liberals to use Puerto Limon as a basis for operations against 
himself.1_ Jiménez promptly repudiated this charge of unneu- 
trality. In the Costa Rican Congress there were proposals to hold 
up contracts with the banana corporations until justice was 
rendered to Nicaragua. Others wished to make a definite appeal 
to the President of the United States to withdraw troops from that 
country, and still later they suggested a general Latin American 
conference to consider the problem of intervention. One writer 
analyzed the situation in Nicaragua as due to the dissolution of 
parties there, particularly of the Conservative party, and pointed 
out that the example ought to warn others to develop among 
themselves the spirit of self-preservation.? 

Guatemala also renewed its offer of mediation. Through his 
minister of foreign affairs, Diaz suggested that the same results 
could be accomplished by sending a special representative to 
study conditions through ordinary diplomatic channels. This, 
of course, was a direct bid for recognition. Diaz claimed that 
Guatemala had not recognized his Government through fear of 
Mexico, and he asserted that, because of this same fear, inspired 
by the readiness of Calles to take advantage of local disturbances, 
none of the Central American Governments was in a position to 
mediate independently in the Nicaraguan conflict. One of the 
Liberal generals, Daniel Mena, also opposed mediation but from 
a different view. The fight, he claimed, was a family affair and no 
outside influence was desired except goodwill. Later it was stated 
that he was behind a movement to separate the eastern coast 
from the rest of the country.* 


1 Current History, March, 1927, XXYV, p. 875. 

2 La Tribuna (San José), January 20, 21, 1927; El Mundo (San José), January 
20, 21, 1927. 

3 New York Times, January 18, 1927; El Comercio (Managua), January 29, 
1927. 
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While rejecting mediation, Diaz himself brought forward 
definite proposals for peace. American protection now averted 
the horrors of Mexican Bolshevism; hence the country was ready 
for reconstruction. To this end he offered the following program: 
the completion of his own term as president, but with Liberal 
participation in the chief offices; free elections in 1928 under 
American supervision; a mixed commission to settle recently 
incurred claims on which there should be American, Liberal and 
Conservative representatives; the purchase by the Government 
of all arms surrendered by the Liberals. 

American cooperation Diaz frankly confessed, was the neces- 
sary basis of success for his proposal. His minister to the United 
States, whom President Coolidge formally received a few days 
later, repeated this desire for “guidance, cooperation and aid.” ! 
Sacasa, too, in commenting on this proposal and the previous 
offers of mediation, said that he and his followers were ready to 
welcome the advantages that the United States had to offer; but, 
he continued: 


What awakens fear are the proceedings employed for quite a number 
of years against Nicaragua and the other small republics of Central 
America. It is not an American national policy beneficial to Americans 
as a whole, but rather a policy for the exclusive benefit of a certain group 
of bankers. 

We wish a frank and dignified understanding between Nicaragua and 
the United States — an understanding between the greater commercial 
and financial interests of two sovereign entities. 

We do not wish offenses which, under the pretext of defending American 
capital, are committed against our country, flagrantly disregarding our 
weakness, rights and decorum. 

The financial policy —let’s call it “the dollar policy’? — which has 
been perfectly defined in the recent political technique of the United 
Statc:, has occasioned for the United States more harm than her greatest 
competitors ever could. The United States has unnecessarily made her- 
self feared instead of being a protective promise. 

In short, we concede without discussion a commercial preference 
toward the United States and desire and give friendship to all the nations 
of the world; but the charge of tutelage, with injury to our dignity and 
sovereignty, we concede to none.? 


1 New York Times, January 16, 21, 1927; El Diario Nicaraguense (Granada), 
January 28, 1927. 


2 Ibid., January 20, 1927, p. 4. 
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In receiving the representative of Diaz President Coolidge 
disclaimed any desire to interfere in the internal concerns of 
Nicaragua and expressed the hope that it would soon be possible 
to withdraw American forces from that country. Neither dis- 
claimer nor wish were found to fit the situation. Sacasa renewed 
his offer to retire in favor of a neutral, although still unwilling to 
accept Diaz as President. He was simply defending the right of 
his people to settle their own internal affairs. The prospect before 
him seemed discouraging, for he had been informed by an Ameri- 
can naval officer that, as the Coolidge Administration had already 
recognized Diaz, it would recognize no one else, even if the other 
should gain control of the whole country. In view of this inter- 
ference he feared a possible clash between the American and the 
Liberal forces, although he would do all in his power to avoid 
such a catastrophe.! 

After the wordy interchange of charges, peace proposals and 
definitions of attitude, the Liberal forces renewed hostilities late 
in January. Early on the morning of February 6 an attack was 
made in force on the important center of Chinandega. In the 
course of several days’ fighting, the city was captured, recaptured, 
and the greater part of it burned. Several hundred combatants 
were killed and wounded. The Liberals were forced to retreat. 
Each side charged the other with responsibility for the conflagra- 
tion, which with its accompanying horrors was pronounced by 
Diaz the worst disaster in the history of Nicaragua. The Con- 
servatives blamed the Liberal soldiery rather than the commanders 
for the result but the Liberals attributed it to the American avi- 
ators, who were “reconnoitering and encouraging”’ the Conserv- 
ative contestants from bombing planes. Although they were 
reported as rendering this service as “private individuals,” their 
course met with the disapproval of the State Department.” 

Following the disastrous week at Chinandega came the an- 
nouncement from Managua that Diaz was ready to retire from 
office, provided that move met with the approval of the United 
States. He accompanied this offer with a statement that during 
the period of transition thus initiated the United States marines 


1 New York Times, February 1, 3, 1927. 
2 La Prensa (Managua), February 13, 1927; Current History, March, 1927, 
XXV, p. 919; New York Times, February 10, p. 5. 
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should continue in the country. “I always opposed removing 
the marines,” he said to The Associated Press, “and I welcome 
their return to aid our nation.” This announcement may have 
been brought about by Admiral Latimer, who at this time visited 
both Diaz and Sacasa. There were also intimations of growing 
unfriendliness from their neighbors. Guatemala withdrew its 
special agent but, as its Government pointed out, simply because 
of his failure to bring about mediation. For the future it was 
said that Guatemala would maintain strict neutrality. In all the 
Central American capitals, however, the announcement that 
Diaz might retire led to an interested discussion of possible 
compromise candidates. 

The offer to withdraw by Diaz and a similar offer from Sacasa 
were received in Washington with evident satisfaction but with- 
out comment. Not so considerate, however, was Dr. Vaca, Sa- 
casa’s agent, who said: 


“Tf the United States should think best that I give way,’’ announces 
Diaz to The Associated Press, ““I should do so immediately.” If the 
United States should think best that he remain, he will remain. 

The Nicaraguan issue has never been put so squarely and authoritatively 
up to the State Department as in this simple and ingenious declaration. 
A little further enlightenment on the situation is given by Diaz in the 
same paragraph of to-day, declaring: 

“So long as I am President, I think the United States marines should 
remain in Nicaragua.” 

These two quotations give the key to the Diaz adventure which has 
unnecessarily caused so much ill-feeling throughout Latin America and 
so many tears and bloodshed to.Nicaragua. If Diaz continues in violation 
of the Constitution against the will of the people of Nicaragua the possi- 
bility of serious development in all Central America is very strong. 

Sacasa and the Liberals are, and have always been, ready to eliminate 
themselves for an honorable peace. They are not after personal gain or 
power — all they desire is respect for the law and a government of and 
by the people of Nicaragua.? 


This criticism of the Diaz offer was accompanied by protests 
against the destruction of Liberal munitions by the American 
forces. This evidence of obduracy was matched four days later 


1 New York Times, February 10, 11, 1927. 
2 Ibid., February 11, 1927, p. 5. 
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by a statement from Pasos Arana, minister of foreign affairs for 
Diaz, who claimed that the position of his superior had been 
misinterpreted: 


The Government of Nicaragua does not believe possible any peace 
agreement, the fundamental basis of which might be the withdrawal 
of President Diaz. 

The Liberal Party, without legal or moral justification, has plunged the 
country into disastrous war. President Diaz as director of Conservative 
party policy has desired to bring about peace by methods of conciliation, 
persuasion and moderation; unhappily he has failed in these efforts 
because of the intransigency of the Liberals. 

His enemies have obliged him to impose pacification with arms. The 
military operations of the Government have been everywhere triumphant 
and to-day the revolutionary groups of the east and west have been 
dispersed. Now there is in arms only General Moncada with a column 
of men in a precarious situation in the heavy forests of the mountains 
between Matagalpa and the east coast. As soon as he sallies forth into 
the open and inhabited country, where our forces can give him battle, his 
army will be destroyed. 

The position of the Nicaraguan Government is strong and inexpugnable, 
notwithstanding an occasional surprise attack on a town by a group of 
revolutionists, as at Chinandega, where their works of destruction, in- 
cendiarism and looting class them rather as bandits than revolutionists. 

The peace which we can not obtain by friendly overtures we may have 
eventually to impose by force of our arms, but when peace is once firmly 
established President Diaz will be able to work out his benevolent and 
honorable program of conciliation to which the Conservative party is 
committed.? 


The purport of this “benevolent and honorable plan” appeared 
in a proposal for a treaty of alliance between Nicaragua and the 
United States. This proposed alliance was brought to the atten- 
tion of the American minister in Managua on February 20 and 
made public in Washington five days later. It embodied, 
according to the Nicaraguan Executive, two fundamental guar- 
anties. “The first,’’ he stated, “would assure us our sovereignty 
and independence, and the uninterrupted maintenance of a 
government adequate for the protection of life, property and 


1 New York Times, February 15, 1927, p. 2. 
2 [bid., February 22, 26, 1927; State Department release, February 21, 1927, 
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individual liberty. The second guaranty would assure to the 
American people their rights under the Bryan-Chamorro treaty 
to build an interoceanic canal through Nicaragua and to a naval 
base in this country.” 

Spurred on by this proposal and by the prospect of renewed 
strife with even more bloody encounters than that at Chinandega, 
the American Administration adopted a more vigorous policy. 
Hitherto its course may be termed one of interference rather than 
of intervention. Now, on the advice of Admiral Latimer, after 
consultation with Mr. Eberhardt, additional marines and blue- 
jackets were landed at Corinto to occupy the principal stations 
along the railway, and thus keep open the communications 
between the coast and the capital, create new neutral zones and 
prevent Liberal attacks on other places where the interests of 
Americans and other foreigners might be jeopardized. The 
landing of these additional forces in Nicaragua brought the 
number considerably above 5,000 men.! 

This increase naturally aroused criticism. The Liberals com- 
plained because it virtually reinforced their opponents. Home 
critics thought that it betokened complete military occupation, 
while foreign observers regarded it as the first step toward an 
avowed protectorate. In its own defense the Administration 
recurred to the necessity of looking after the interests of its 
nationals and revived the rumors of Mexican activities.2, More 
potent than these arguments, however, was the renewal of Brit- 
ish representations and the dispatch to the west coast of Nicaragua 
of a British cruiser. 

The cruiser remained at Corinto less than a fortnight and 
landed no marines there. The incident provoked wide discus- 
sion of the Monroe doctrine and led some critics even in Congress 
to hint at collusion between the Administration and the British 
diplomats. Neither this discussion nor previous disapproba- 
tion of the alliance proposed by Diaz caused the Administration 
to change its policy. 

1 New York Times, February 22, 1927; Current History, April, 1927, XXVI, 


104; State Department release, February 21, 1927; Evanston News Index, Feb- 
ruary 22, 1927. 


2 Tind., February 23, 1927. 


* Ibid., February 24, 25, 26, 1927; editorial, Chicago Daily Tribune, February 
25, 1927, 
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One more attempt at local accommodation marked the close of 
February. A mission made up of two Liberals and a “non- 
party neutral,’ accompanied by two officers from Admiral Lati- 
mer’s staff, left Managua to confer with General Moncada. It 
informed this Liberal chieftain of the recent military measures 
of the United States and of the treaty proposed by Diaz, and 
then attempted on that basis to reach some sort of permanent 
settlement. The mission aroused extravagant hopes. Early in 
March its members returned to Managua and reported that 
Moncada accepted their peace terms “in principle,” but was 
unwilling to act without definite authorization from Sacasa. 
Like his political chief he would acquiesce in the control of affairs 
for the next 18 months by the United States but not in the contin- 
uance of Diaz in office.! 


Tue Stimson Mission 


The failure to formulate a satisfactory local agreement meant 
the continuance of the bloody but indeterminate strife. The 
State Department now attempted to end the intolerable situation. 
Under all the circumstances, its prestige demanded bringing 
peace — albeit a forced peace —to the troubled land. That 
duty was the raison d’étre of the Stimson mission. 

On February 25, the State Department announced a sale to 
the Diaz Government of 3,000 rifles, 200 machine guns and 
3,000,000 rounds of ammunition to the amount of $217,718. 
Nicaragua gave a series of monthly notes for $5,000 each, bearing 
6% interest and maturing from January 31, 1929. ‘The obligation, 
it will be noted, was thus settled on the succeeding President. 
The Administration explained its course by reference to a similar 
sale of arms to Nicaragua in November, 1921, and to Mexico 
during the revolt of 1923-24. 

On April 7 the departure for Nicaragua of Henry L. Stimson 
was announced. This special representative of President Cool- 
idge, for so he was termed, had been secretary of war in the 
Taft cabinet. It was his announced purpose to confer with the 
various American agents and with the leaders of the local con- 


1 New York Times, March 2, 1927; State Department release, March 8, 1927. 
2 State Department release, March 23, 1927; New Republic, April 13, 1927, L, 
206; Washington Post, March 22, 1927. 
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testing factions. Through these personal conferences it was be- 
lieved that he might convey more definitely to the chief actors 
the views of the Administration, and bring back to Washington a 
truer picture of what he found there, than had been possible 
through ordinary channels.!_ Mr. Stimson’s journey partook of 
the nature of the special mission which has been utilized in 
American diplomacy since the earliest days. In other respects he 
suggested the “paramount commissioner” whom Presidents have 
frequently employed to handle situations of extreme delicacy. 
Certainly, the impasse that existed in Nicaragua gave importance 
to his mission and he was backed by greater potential forces 
assembled for service than the Caribbean had witnessed since 
1898. 

By the end of April Mr. Stimson had reached Managua and 
conferred with the American minister, Admiral Latimer and the 
other agents, with Conservative officials and local Liberal lead- 
ers. He reported Diaz and his associates as disposed to listen to 
reason, while their opponents were inclined to assume a “fair 
and understandable attitude.” The latter, however, could hardly 
bring themselves to accept Diaz as President nor did they believe 
it possible to insure the selection of his successor in 1928 by fair 
methods. 

These doubtful points, and especially the second, seemed to 
Mr. Stimson the two main difficulties in the way of a constructive 
settlement. As he expressed it: ? 


My investigation has shown that this evil of government domination of 
elections lies, and has always lain, at the root of the Nicaraguan prob- 
lem. Owing to the fact that a government once in power habitually 
perpetuates itself, or its party, in such power by controlling the election, 
revolutions have become inevitable and chronic, for by revolution alone 
can a party once in control of the government be dispossessed. All per- 
sons of every party with whom I have talked admit the existence of 


1 State Department release, April 7, 1927. During the month President Coolidge 
made a public address in New York, defending the general foreign policy of the 
United States, including that pursued in Nicaragua. For comment on the address 
and on the policy, ef. editorial comment and article by Linton Wells, “Our Com- 
ing Intervention in Nicaragua,” New Republic, May 4, 11, 1927, L, p. 283, 314, 
322; Chicago Daily Tribune, April 26, 1927. 

* New York Times, May 7, 1927, p. 4; State Department release, May 6, 1927; 
El Imparcial (Guatemala), May 24, 1927. 
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this evil and its inevitable results, and all of them have expressed an 
earnest desire for the supervision of elections by the United States in 
an attempt to get rid of the evil forever. 


In furtherance of his desire to meet this problem Diaz proposed 
to bring about the creation of an electoral commission and of a 
nonpartisan constabulary under American control. With the 
plan of supervised election in 1928 the Sacasa supporters were 
in sympathy, but they objected to the further continuance of 
Diaz in office. On this point Stimson frankly told them: ! 


I am quite clear that in the present crisis no neutral or impartial Nica 
raguan exists. Moreover, any attempt by the Nicaraguan Congress to 
elect a substitute for Diaz under the forms of Nicaraguan law would 
almost certainly in the present situation become the occasion of further 
bitter factional strife. 


Thus did Mr. Stimson put aside the constitutional claims of 
the Liberal chief. Rumors of possible bases of settlement at 
once became rife in Managua. Three prominent Liberals of that 
city sent a radiogram to Sacasa, giving the terms that President 
Coolidge’s representative, after conferring with Diaz, felt able 
to propose. Sacasa replied to them on April 26 that he was as 
disposed as ever to resign his constitutional right in order to 
assure a peace that was honorable and beneficial to his country 
but he did not wish to sanction a situation arising from an un- 
justifiable coup d’état “that has caused Nicaragua so much sorrow 
and cost so many lives.” Yet his representatives were already 
on their way to Managua. 

The voyage from Puerto Cabezas to Managua was a quick one 
and the impression created by their arrival and conference was 
mutually agreeable to themselves and to Mr. Stimson. Then it 
was necessary to ascertain the sentiment of the army com- 
manded by Moncada. At a conference with him and the repre- 
sentatives of Sacasa at Tipitapa, May 3, Mr. Stimson reiterated 
the proposition already made for peace, including the retention 
in office of President Diaz. He seemed to feel that there would 
be a general acceptance of these terms, albeit reluctantly, and 


1 New York Times, May 7, 1927, p. 4; State Department release, May 6, 1927; 
El Imparcial (Guatemala), May 24, 1927. 
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Moncada finally promised to recommend to his troops that they 
should lay down their arms. In order to assist the process 
Stimson addressed that general the following letter: ! 


Confirming our conversation of this morning, I have the honor to 
inform you that I am authorized to say that the President of the United 
States intends to accept the request of the Nicaraguan Government to 
supervise the elections of 1928; that the retention of President Diaz 
during the remainder of his term is regarded as essential to that plan 
and will be insisted upon; that a general disarmament of the country is 
regarded as necessary for the proper and successful conduct of such 
election; and that the forces of the United States will be authorized to 
accept the custody of the arms of those willing to lay them down, in- 
cluding the governmental, and to disarm forcibly those who will not 
do so. 


In order to give time for this information to reach the fighting 
groups, a truce was declared until the following Saturday (May 7), 
and American marines and bluejackets were stationed along the 
line of the Tipitapa river to keep the contesting groups apart. 
On May 5 Diaz proclaimed a general amnesty, to be followed by 
complete freedom of the press as soon as disarmament should be 
under way. He also agreed, upon Moncada’s suggestion, to ap- 
point Liberal jefes politicos in six provinces. The concessions 
pointed to a de facto settlement between him and his opponents. 
On the same day Moncada agreed with Messrs. Stimson, Eber- 
hardt and Admiral Latimer to return to his army and secure if 
possible its assent to disarmament.? 

This decision was not easy for the Liberal general, if we may 
judge from Moncada’s proclamation of that date.? Nor for his 
followers, as we may infer from his subsequent telegram to Mr. 
Stimson, telling the latter that he would probably require the 
full eight days agreed upon to carry out the disarmament. By 
the terms of this agreement General Moncada was to be given 
certain supplies and clothing, in addition to $10 for each rifle 
turned over to the American forces. Moncada refused to be 
responsible for the troops in the west over which he had exer- 

1 State Department release, May 10, 1927; Stimson, op. cit., p. 78. 
2 Ibid., May 5, 9, 1927. 
3 Appendix IV, 6, p. 879. 
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cised no control. Nor were the personal representatives of Dr. 
Sacasa inclined to accept the difficult terms presented. After his 
interviews with them on May 7 and 8 Stimson reported that they 
felt that members of their group would be unable to hold office 
in the Diaz cabinet, although they promised to cooperate in 
such congressional by-elections as might occur in the near future 
and accept such positions as were necessary to carry on elections 
in 1928 and provide for the future reconstruction of their 
country. 

This attitude met with Sacasa’s complete approbation. In his 
return message of May 7 he praised them for protesting against 
the American ultimatum which was so humiliating to the people 
of Nicaragua and which meant the imposition by force of a 
régime that had been repudiated by public opinion. As regards 
the army Sacasa left the decision to General Moncada, who 
could judge of its sentiment better than he, and stated in 
closing: # 


I sincerely deplore the fact that the Government of the United States, 
departing from the principles of justice and forgetting the true interests 
of a weak country in order solely to sustain a régime born of a coup 
d’état, has not only violated and broken into pieces the Constitution of 
the Republic but also the Central American treaty signed in Wash- 
ington, D. C. 

For this reason it is entirely impossible for us to accept said régime, 
to say nothing of the respect which is due our own honor and the national 
dignity. 


This was a brave and as it proved a useless defiance. The real 
decision rested with the military leaders under Moncada. As one 
of them pointed out, it was not the “Liberal tourists” who had 
made the journey of 52 hours by swift cruiser from Puerto Cabe- 
zas to Corinto that appreciated the need for peace but those who 
had fought their way through from the eastern coast to the west- 
ern highlands during 52 weeks of heart-breaking effort.* 

On May 11 Mr. Stimson held a second conference at Tipitapa 


1 State Department release, May 9, 1927. 

2 El Imparcial (Guatemala), May 24, 1927. 

3 Jbid., quoting from El Comercio (Managua). As already stated, the military 
element of the party now controlled its policy. 
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with Moncada and one of his generals. Minister Eberhardt, 
Admiral Latimer and General Feland of the marines were also 
present. Here they agreed upon the final details for disarmament | 
of the insurgent army. A telegram the next afternoon confirmed 
the agreement. Moncada and 11 “generals,” including all his 
prominent chiefs except one, Sandino, accepted the terms of the 
disarmament. This decision, according to Mr. Stimson, marked 
the end of the insurrection. On the same day Colonel Robert Y. 
Rhea of the Marine Corps was appointed chief of the constabu- 
lary and at once entered upon his duties.! 

On May 15, Mr. Stimson filed the following hopeful telegram: ? 


The civil war in Nicaragua is now definitely ended. Nearly all the 
government troops and practically the entire insurgent army of Mon- 
cada have been disbanded and substantially all of their arms have been 
turned over to our custody. We have received thus far 6,200 rifles, 272 
machine guns and 5,000,000 rounds of ammunition. There has been 
very little disorder and not a single American shot has been fired against 
the organized forces of either side. Among the Nicaraguans themselves 
bloodshed has substantially ceased since our actions of May 4. 

There also seems less danger of banditry and guerilla warfare than I 
at first feared, even Cabulla, the guerilla chief of Chinandega, has noti- 
fied us that he would follow the lead of Moncada and turn over his arms. 
The troops of both sides after giving up their arms are hastening to their 
homes so as to be in time for the planting of this year’s crops and the 
resumption of their peace time occupations. This result has been ac- 
complished by the faith of both sides in our promise to supervise the 
elections of 1928 and to give both sides a free and fair election. This 
was well expressed by Moncada in his final conference with me on May 
11 when he formally made the following statement: ‘The Liberals 
can not believe that the Government of the United States through the 
personal representative of President Coolidge will give a promise which 
it will not fulfill. Once again the Liberals place their confidence in the 
United States. The leaders of the army will try to convince their men 
that this promise of fair elections will be fulfilled. The central point 


1 State Department releases, May 12, 13, 1927. 

2 Tbid., May 16, 1927; S. D. 232. 

3 Up to June 6 when practically “‘all arms in Nicaragua are now in our cus- 
tody,” the receipts were: 

From Government forces: 10,976 rifles, 308 machine guns, 40 cannon, 4,343,000 
small arm cartridges; 

From Liberal forces: 3,931 rifles, 30 machine guns, 1 cannon, 1,519,600 
arm cartridges (State Department release, June 10, 1927). Sis Se 
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which the army wishes to be assured of is that the United States will 
do its best to give Nicaragua a fair election in 1928.” 

I believe that our action meets general approval among the thinking 
men and women of Nicaragua irrespective of party. Evidence of this 
is apparent on every side. Almost the only malcontents are the ex- 
tremely small group of personal associates of Sacasa, who, through their 
well-organized press bureaus in Mexico, Costa Rica, Guatemala and the 
United States, have sought to convey an entirely false impression of the 
situation. The views of these men who have done no fighting for their 
cause carry little weight in Nicaragua. The fighting men of the insur- 
gent army have taken a truer and more generous view of our action and 
are preparing to cooperate in the future work. In this work of concilia- 
tion and reconstruction the Diaz Government has taken an encouraging 
lead. Amnesty was declared even before the troops were disarmed and 
pledges have been given to restore the courts and the congress to the 
status existing before the Chamorro coup d’état. There has been also 
promised the appointment of Liberal local officials in the Liberal prov- 
inces. I am bringing with me the formal request of the Government 
for American supervision at the 1928 election. I believe that the way 
is now open for the development of Nicaragua along the lines of peace, 
order and ultimate self-government. 


Tue IMMEDIATE AFTERMATH 


Central American comment inclined toward the caustic. Dr. 
T. S. Vaca, Sacasa’s Washington representative, declared that 
the issue of local autonomy still remained an issue of life or death 
for all Central American republics and that they could no longer 
neglect it. The papers of San José resented the implication that 
the Liberals of Nicaragua were willing to give up their arms for 
pay and the further implication that only bandit groups were 
disposed to continue fighting. Latin American countries, and 
especially those of Central America, should protest against a 
course based on pretexts that threatened to open the gate to 
general intervention. 

From Puerto Cabezas Sacasa denied that the surrender was 
an accomplished fact. The sovereign people of Nicaragua and 
the constitutionalist troops would never accept Diaz. He antici- 
pated a series of bloody encounters, for the soldiers who for a 
year had endured such privations would accept death rather 
than dishonor.! On May 23 he and his entourage left Puerto 


1 Diario de Guatemala, May 18, 1927. 
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Cabezas, which for more than six months had served him as 
“capital”? and virtual prison. He went to Guatemala by way of 
Puerto Limon. There he met with an enthusiastic ovation from 
the Nicaraguan colony and thence passed on to his destination in 
the northern republic, where he was greeted with expressions of 
universal esteem. re 

In the United States, one opposition paper suggested that peace 
was hovering over Nicaragua “in the form of a hawk rather than 
a dove”’ and others of the same persuasion hastened to point out 
that the Administration had assumed a virtual mandate over the 
country. Most of the press, however, accepted peace gladly and 
with expressions of hope for the speedy recovery of the troubled 
land. They gave Stimson credit for having “done a good job” 
and believed with the New York World that “the new policy of 
intervention is in every way better than the ridiculous meddling 
which the Administration has pursued since last November.” 2 

Hard on the heels of disarmament came the first hostile clash 
with the marines. On May 16 at La Paz Centro a band of 300 
“guerillas”’ attacked an American detachment of 45 men. After 
a short engagement the band, headed by one Cabulla, withdrew 
leaving 14 of its number dead. One officer and one marine killed 
and several wounded were the American casualties.? Later this 
leader was reported as negotiating for the surrender of arms. 
Before the end of the month he was shot and killed in self-defense 
by an American marine officer who attempted to arrest him. 

But these unfortunate encounters were overshadowed by the 
tragedy that overtook Sandino. That caudillo was present at 
the conference in which the rest of Moncada’s officers agreed to 
give up their arms. He had no faith in his superior who, he 
felt, had maneuvered his forces so as to throw the whole army 
into confusion and make the surrender inevitable. When the 
others through Moncada’s urging were persuaded to yield, he 
refused and asked permission to make his delivery of arms at 
Jinotega, some distance from the scene of the conference. Mon- 
cada did not inform the Americans of this arrangement and 


1 El Imparcial (Guatemala), May 23, 1927. 


2 Quotations in Literary Digest, May 21, 1927, XCIII, p. 5-7; Christian Cen- 
tury, May 19, 1927. 


* State Department release, May 19, 28, July 1, 1927; New Republic, July, 1927. 
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Sandino had three days in which to withdraw his men and arma- 
ment. At Jinotega he discovered that the principal men had no 
desire to fight the Yankees, so he withdrew still farther into the 
wilderness where, by carefully selecting his fighting place, he might 
seal with the blood of his followers and of their oppressors the 
sacred cause of constitutionalism. 

Sandino apparently had some success in stimulating other 
leaders to renew desultory fighting, but their efforts speedily 
took on the aspect of banditry. Late in June Sandino himself 
was reported to have taken possession of a mine at which he had 
formerly been employed. The owner at once appealed for a 
guard to protect his property and General Logan Feland re- 
sponded with a combined force of marines and Conservatives. 
Sandino did not wait to be attacked but with 300 men opened 
fight on a small detachment at Ocotal. After prolonged resist- 
ance, five bombing planes, summoned from Managua by a scout- 
ing plane, arrived on the scene and slaughtered between 200 and 
300 of the attacking force. The American casualties were one 
marine killed and one wounded. The sickening list of disastrous 
encounters continued, although months had elapsed since the 
formal pacification of the country.!. The Sandino attack on the 
Butler mine in June was the first jeopardizing of the property of 
Americans, which had theretofore been respected by all Nicara- 
guans. 

Moncada, Sandino’s whilom chief, did not fare well at the 
hands of his critics. We have already noted the charge that he 
so maneuvered his forces in the vicinity of Tipitapa as to make 
surrender inevitable. His “golden dream,” as one observer 
phrased it, was to make himself chief of the Liberal party and 
president of Nicaragua and to this ambition he sacrificed every- 
thing including the independence of his country. Those who 
utter this opinion lose sight of the new determination of the 
American Government to end strife in Nicaragua. ‘They also 
forget that caudillismo (military chieftainship) is the accepted 
system in many Latin American countries, and that Moncada’s 
army, as Sacasa himself pointed out, was the determining factor 
in the struggle. An exchange of telegrams after the surrender 

1“Te Massacre d’Ocotal” in Revue de L’ Amerique Latine, September, 1927, 
XIV, p. 243-246; Stimson, op. cit., p. 85. For other casualties and encounters, 
see Appendix V, p. 882. 
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may be interpreted as at least an outward show of confidence 
between the two men. Moncada, in view of his training and en- 
vironment, may well aspire to the presidency and he may have 
determined to reach it through the only certain method of access 
— the favor of the United States. The time is ripe for a new deal 
in Nicaragua. The names of Chamorro, Sacasa and Diaz stir up 
bitter memories. New persons must move toward the van in 
the contest for the presidency, and the banner of Moncada is as 
far advanced as any.!' On October 26 the Secretary of State 
said that “so far as I know he is not disqualified.” Mr. Stimson 
publicly favors his candidacy. 

Military intervention in Nicaragua must have its financial side. 
Mention was made of a temporary loan of $300,000 shortly after 
Diaz assumed the presidency and of the American sale of muni- 
tions to the Government on long-time credit. At the end of the 
year 1926 it was estimated that the public debt due to war claims 
increased C$3,700,000. Notwithstanding the disturbances due 
to civil strife, the total value of the foreign trade for 1926, 
$23,283,237.91, was the second largest in the history of the coun- 
try, equaled only by that of the year 1920. The military opera- 
tions of the early part of 1927 added materially to the public 
debt, although regular interest and sinking fund charges were 
promptly met. On March 31, 1927, the total indebtedness was 
estimated at C$10,183,010 instead of C$6,955,203 as it stood the 
year before,? a net increase of C$3,227,807. The public debt as 
of March 31, 1927, was as follows: 


Bonds of 1909 outstanding é , ’ : 3 . C$3,521,010.08 
Guaranteed Customs Bonds of 1918 : : : : 2,632,000 .00 
Bonds of 1904 not due 4 ; : : : : : 30,000.00 
Debts and Claims, estimated . : ; ' f : 4,000,000 .00 

Total. 4 F ; é ‘ - : 3 . C$10,183,010.08 


1 Fl Imparcial (Guatemala), May 28, June 24, 1927. These statements rest 
largely on the authority of Rafael de Nogales y Méndez, a Venezuelan soldier 
of fortune, as given in the above paper and in Diario de Guatemala for the same 
date. In the issue of the latter paper for August 18, 1927, General Moncada in a 
personal interview challenges the statements of Nogales Méndez and asserts “I 
am interested in saving Liberalism, cost what it may, and foreign opinion will 
not turn me from the path that I have traced for myself.” See also Stimson, 
op. cit., p. 89. 

2 Report Collector-General of Customs, 1926, p. 4. 
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On March 21, 1927, Dr. Zavala, the financial representative of 
the Diaz Government, contracted for $1,000,000 with J. & W. 
Seligman & Co. and the Guaranty Trust Company of New York. 
On the following day this contract was submitted to the Nicara- 
guan Congress for approval and on the 23rd was published in the 
Nicaraguan papers. The bankers received a cash commission of 
$10,000. The transaction was in the form of bank credit, subject 
to the decision of the High Commission, amounts drawn to bear 
6% interest. The total cost to Nicaragua of funds received was, 
therefore, 7%, less than money costs many other Governments. 
Security was a mortgage on the new taxes levied January 21, 1927, 
a mortgage on 50% of the surplus over and above the budgeted 
appropriations, and a mortgage on all dividends from the National 
Bank and the National Railway and on all stock of both corpora- 
tions. The contract expires in March, 1928. 

About the same time as the extension of this bank credit the 
directorates of the National Railway and National Bank were 
reorganized. The balance of the National Bank and two ex- 
change funds had been deposited with the Royal Bank of Canada, 
New York Branch, prior to the negotiation of the loan, drawing 
interest at between 214% and 3%. ‘These three accounts were 
transferred to the lending banks. Though handled differently, 
they have drawn a higher rate of interest since the transfer. The 
railway and bank stock deposited as security for the loan was 
indorsed in blank to the lending banks. Nicaragua’s former 
financial agent has criticized this indorsement as an onerous con- 
dition; however, it is customary banking practice to require an 
assignment of stock during the time when it is pledged. In this 
transaction, the stock will revert to the Government of Nicaragua 
on the expiration of the contract. Complaint is also made that 
large salaries are paid to officials of corporations for alleged 
nominal duties. It is stated in rebuttal that the salaries of 
management are reasonable and that they are justified by the 
profitable administration which they insure and which inures to 
the benefit of the Government, the bank earning dividends and the 
railway yielding some $300,000 a year. 

1Sefior Toribio Tijerino, quoted in Time, June 20, 1927; Evanston News Indez, 
August 19, 1927; personal statements to the writer by Thomas W. Moffat; Foreign 
Loans (S. Con. Res. 15), passim. 
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The Department of State paid the salary and expenses of 
William W. Cumberland, former financial adviser to Haiti, who 
was chosen by it in November “at the suggestion of the Nica- 
ragua Government and with the approval of both parties in 
Nicaragua to make a financial and economic survey of Nicaragua 
and to investigate the country’s resources, and requirements, in 
order that the Nicaraguan Government and the Department of 
State may have the benefit of his recommendations regarding the 
advisability of a loan to provide an additional revenue for the 
payment of claims arising out of the recent revolution, for es- 
tablishing and maintaining an efficient national guard to preserve 
order in the country, for the expenses of holding presidential 
elections next year, for the construction of the long contemplated 
and apparently much needed railway between the capital and 
the Atlantic coast and for other public works.” + 

The condition of Nicaragua is accounted for in part by the 
neglect and exploitation that has marked its past history, both 
colonial and national. “Dollar diplomacy” and those who man- 
age it have played a large réle in recent years. But the real 
reason for Nicaragua’s plight is to be found in its strategic posi- 
tion and in its possession of certain sources of wealth that attract 
the adventurer; in its location within a physical and climatic 
environment that favors neglect and indifference on the part of 
outside agencies; and in the character of its people. Most of 
them to-day are not beyond the demands of military conscrip- 
tion or of economic exploitation. This submerged human element, 
comprising more than 90% of the population, must be put in 
touch with modern life if Nicaragua is to make substantial 
progress. 

The organization of a constabulary and the supervision of elec- 
tions — American measures already reported as successfully un- 
der way — are basic factors from which the process may start. 
They seem essential owing to the difference between the upper 
and lower elements of Nicaragua’s population in numbers, wealth, 
intelligence and political experience. The American interven- 
tion, after 18 years of contact with the problem, puts the United 
States in a more responsible position than it has heretofore 
assumed. 


1 Current History, January, 1928, XXVII, p. 583; State Department release, 
November 15, 1927. 


APPENDIX I. THE FIRST INTERVENTION 


1. RUPTURE OF DIPLOMATIC RELATIONS WITH ZELAYA? 
The Secretary of State to the Nicaraguan Charge 


DEPARTMENT OF STATE, 
Washington, December 1, 1909. 


Sm: Since the Washington conventions of 1907, it is notorious that 
President Zelaya has almost continuously kept Central America in 
tension or turmoil; that he has repeatedly and flagrantly violated the 
provisions of the conventions, and, by a baleful influence upon Hon- 
duras, whose neutrality the conventions were to assure, has sought to 
discredit those sacred international obligations, to the great detriment 
of Costa Rica, El Salvador and Guatemala, whose Governments mean- 
while appear to have been able patiently to strive for the loyal support 
of the engagements so solemnly undertaken at Washington under the 
auspices of the United States and of Mexico. 

It is equally a matter of common knowledge that under the régime 
of President Zelaya republican institutions have ceased in Nicaragua 
to exist except in name, that public opinion and the press have been 
throttled, and that prison has been the reward of any tendency to real 
patriotism. My consideration for you personally impels me to abstain 
from unnecessary discussion of the painful details of a régime which, 
unfortunately, has been a blot upon the history of Nicaragua and a 
discouragement to a group of Republics whose aspirations need only - 
the opportunity of free and honest government. 

In view of the interests of the United States and of its relation to the 
Washington conventions, appeal against this situation has long since 
been made to this Government by a majority of the Central American 
Republics. There is now added the appeal, through the revolution, of a 
great body of the Nicaraguan people. Two Americans who, this Gov- 
ernment is now convinced, were officers connected with the revolutionary 
forces, and therefore entitled to be dealt with according to the enlight- 
ened practice of civilized nations, have been killed by direct order of 
President Zelaya. ‘Their execution is said to have been preceded by 
barbarous cruelties. The consulate at Managua is now officially re- 
ported to have been menaced. There is thus a sinister culmination of 
an administration also characterized by a cruelty to its own citizens 


1The Secretary of State to the Nicaraguan chargé d’affaires, For. Rel., 1909, 
p. 455-457. 
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which has, until the recent outrage, found vent in the case of this coun- 
try in a series of petty annoyances and indignities which many months 
ago made it impossible to ask an American minister longer to reside at 
Managua. From every point of view it has evidently become difficult 
for the United States further to delay more active response to the appeals 
so long made, to its duty to its citizens, to its dignity, to Central America 
and to civilization. 

The Government of the United States is convinced that the revolu- 
tion represents the ideals and the will of a majority of the Nicaraguan 
people more faithfully than does the Government of President Zelaya, 
and that its peaceable control is well-nigh as extensive as that hitherto 
so sternly attempted by the Government at Managua. 

There is now added the fact, as officially reported from more than 
one quarter, that there are already indications of a rising in the western 
Provinces in favor of a presidential candidate intimately associated 
with the old régime. In this it is easy to see new elements tending toward 
a condition of anarchy which leaves, at a given time, no definite respon- 
sible source to which the Government of the United States could look 
for reparation for the killing of Messrs. Cannon and Groce, or, indeed, 
for the protection which must be assured American citizens and American 
interests in Nicaragua. 

In these circumstances the President no longer feels for the Govern- 
ment of President Zelaya that respect and confidence which would make 
it appropriate hereafter to maintain with it regular diplomatic relations, 
implying the will and the ability to respect and assure what is due from 
one state to another. 

The Government of Nicaragua which you have hitherto represented is 
hereby notified, as will be also the leaders of the revolution, that the 
Government of the United States will hold strictly accountable for the 
protection of American life and property the factions de facto in control 
of the eastern and western portions of the Republic of Nicaragua. 

As for the reparation found due, after careful consideration, for the 
killing of Messrs. Cannon and Groce, the Government of the United 
States would be loath to impose upon the innocent people of Nicaragua 
a too heavy burden of expiating the acts of a régime forced upon them 
or to exact from a succeeding Government, if it have quite different 
policies, the imposition of such a burden. Into the question of ultimate 
reparation there must enter the question of the existence at Managua 
of a government capable of responding to demands. There must enter 
also the question of how far it is possible to reach those actually respon- 
sible and those who perpetrated the tortures reported to have preceded 
the execution, if these be verified; and the question whether the gov- 
ernment be one entirely dissociated from the present intolerable condi- 
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tions and worthy to be trusted to make impossible a recurrence of such 
acts, in which case the President, as a friend of your country, as he is 
also of the other Republics of Central America, might be disposed to 
have indemnity confined to what was reasonably due the relatives of 
the deceased and punitive only in so far as the punishment might fall 
where really due. 

In pursuance of this policy the Government of the United States will 
temporarily withhold its demand for reparation, in the meanwhile taking 
such steps as it deems wise and proper to protect American interest. 

To insure the future protection of legitimate American interests, in 
consideration of the interests of the majority of the Central American 
Republics, and in the hope of making more effective the friendly offices 
exerted under the Washington conventions, the Government of the 
United States reserves for further consideration at the proper time the 
question of stipulating also that the constitutional Government of Nica- 
ragua obligate itself by convention, for the benefit of all the Govern- 
ments concerned, as a guaranty for its future loyal support of the Wash- 
ington conventions and their peaceful and progressive aims. 

From the foregoing it will be apparent to you that your office of chargé 
d’affaires is at an end. I have the honor to inclose your passport, for 
use in case you desire to leave this country. I would add at the same 
time that, although your diplomatic quality is terminated, I shall be 
happy to receive you, as I shall be happy to receive the representative 
of the revolution, each as the unofficial channel of communication be- 
tween the Government of the United States and the de facto authorities 
to whom I look for the protection of American interests pending the 
establishment in Nicaragua of a Government with which the United 
States can maintain diplomatic relations. 


Accept, etc., 
P. C. Knox. 


2. RESUMPTION OF DIPLOMATIC RELATIONS 


a. AGREEMENTS SIGNED BY ProvistionAL PresipENtT EstraADA AND 
Orners (Dawson AGREEMENTS) ! 


AGREEMENT No. 1 
After numerous conferences the undersigned have agreed upon the 
following political and economic bases for the reorganization of the 
country: 


1 Documents inclosed in letter of instructions by Secretary of State Knox to 
Minister Elliott Northcott, January 20, 1911, For. Rel., 1911, p. 652-654. 
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1. The convocation of the people of the Republic to proceed to hold 
elections with the object of electing the members of a Constituent Assem- 
bly in November next, and that they will assemble in the following 
December.and will elect a President and Vice President for a period of 
two years, on the basis of a democratic constitution. 

2. To lend all support in the said Constituent Assembly to the candi- 
dacy of Gen. Juan José Estrada for President pro tempore and to that 
of Adolfo Diaz for Vice President for the said term of two years. — 

3. The Constituent Assembly will adopt a constitution tending to the 
abolition of monopolies, guaranteeing the legitimate rights of foreigners, 
and in addition will convoke the people for the election of constitutional 
President corresponding to the period following upon that previously 
mentioned. 

Signed in triplicate at Managua, October 27, 1910. 

Juan J. Estrapa. 
Avo.tro Diaz. 
Louis Mena. 

E. CHamorro. 


AGREEMENT No. 2 


1. We have likewise agreed that all unsettled claims proceeding from 
the annulment of contracts and concessions, associated with the previous 
régime of Nicaragua will be submitted to the impartial examination of a 
mixed commission appointed by the Government of this Republic in 
harmony with that of the United States. 

2. The election and number of its members and the plan of its pro- 
ceedings will be in conformity with the agreement with the American 
agent, after submitting it to the consideration of the Department of 
State, which must be done before signing it. 

3. In the same way we obligate ourselves to pursue and punish the 
executioners and accomplices in the death of Cannon and Groce. Con- 
cerning the indemnity that must be paid to the families of both vic- 
tims, it will await the result of these proceedings. 

Signed in duplicate at Managua, October 27, 1910. 

Juan J. Estrapa. 
Avo.Fro Diaz. 
Luts Mrna. 

E. CHamorro. 


AGREEMENT No. 3 


In order to rehabilitate the public finances and to pay legitimate 
claims, both foreign as weil as national, the good offices of the American 
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Government will be solicited, with the object of negotiating a loan, 
which will be guaranteed by a certain per cent of customs receipts of 
the Republic, collected in accordance with the terms of an agreement 
satisfactory to both Governments. 
Signed in triplicate at Managua. 
Juan J. Estrapa. 
Avo.ro Diaz. 
Luis Mena. 
E. Cuamorro. 


AGREEMENT No. 4 


The signers, desirous of duly complying with the program of the revo- 
lution of October 11, have agreed to designate at an opportune time and 
by a majority a candidate for constitutional President of the Republic 
and another for Vice President, corresponding to the period following 
the presidency pro tempore of Gen. Estrada, obligating themselves to 
take into consideration that the one chosen must represent the revolu- 
tion and the Conservative party. 

The subscribers obligate themselves in order that, in addition to the 
established laws guaranteeing a free election, there will be no concen- 
tration of armed forces of the Government in any point of the Republic 
other than shall be necessary for the preservation of order and proper 
policing. 

They add that Gen. Estrada can not be a candidate for the new period, 
or that which follows the provisional one. 

Also it is agreed that the Government to be established in Nicaragua 
must not permit, under any pretext, the Zelayista element in its ad- 
ministration. 


Managua, October 27, 1910. 
Juan J. Estrapa. 


FERNANDO SOLORZANO. 
Luis Mena. 

E. CHamorro. 
Apotro Diaz. 


(This “Agreement No. 4,” being one affecting Nicaraguan politics, but 
not international relations, is not referred to in the note of the minister 
for foreign affairs, which touches only the first three “Agreements.” 
Signed originals of all were left in the legation archives. —'T. C. Dawson.) 


814 WORLD PEACE FOUNDATION 


b. Program or REForM 
The Nicaraguan Minister for Foreign Affairs to the American Special Agent* 


{Translation — Excerpt] 
File No. 817.00/1484. 


Manacva, NICARAGUA, 
November 5, 1910. 


Hon. Tuomas C. Dawson, City. 
Sir: 


Wishing to strengthen the esteem of which the American Government 
has already given us so many proofs, and which my Government requires 
for its political redemption, I desire to manifest through your worthy 
medium to the Department of State in Washington the political and 
economic program that will be put in force by my Government during 
its administration, relying on the support of all the chiefs of the revo- 
lution, both those that occupy office and those not now actually mem- 
bers of my Government. 

The following are the bases of this program: 

The convocation, by decree, which was published at the time, of a 
constituent assembly, whose deputies will be elected by unrestricted 
popular vote, which my Government guarantees to the Nicaraguan 
people, to the end that the said assembly, being a true and popular 
representation, may reestablish in a democratic constitution the prin- 
ciples of liberty and the guaranties fallen into disuse during the admin- 
istrations of Zelaya and Madriz, and which Gen. Estrada promised to 
restore in his proclamation of October 11 of the past year. In this con- 
stitution, with the amplitude of modern rights, there will be equal guar- 
anties to nationals and foreigners and, in expressed form, a proscribing 
of commercial monopolies. 

This assembly will be called also to legalize the provisional status of 
the Government of the Republic; and the chiefs of the revolution, in 
order to give time for their program to develop and to insure the estab- 
lishment of their principles, have agreed to use all their influence in 
favor of the deputies elect, in order that the presidency of Gen. Juan J. 
Estrada be ratified for a period of two years; creating at the same time 
the post of vice president, to fill which Don Adolfo Diaz, identified with 
Gen. Estrada, will be a candidate; and which will secure, in case of 


1 For. Rel., 1911, p. 626. Secretary Knox in his instructions defined the con- 
tents of this dispatch as “pledges . . . to be fulfilled.” 
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vacancy, the continuation of the President’s policy. This policy, the 
principles of which were contained in the above-mentioned telegram of 
September 10 of this year, will also guarantee a free election, in order 
that the people may choose the successor of Gen. Estrada. The con- 
stituent assembly will enact laws that will guarantee this liberty; and 
the Government will maintain the liberty of the press, in order that its 
adversaries may have voice in the direction of the destinies of the coun- 
try; will abolish the monopolies, concessions, leases and other illegal 
contracts relative to national revenue and properties which were created 
during the administrations of Zelaya and Madriz. 

In order to give full guaranty of impartiality to foreigners in these 
acts, the Government desires to place itself in accord with the Depart- 
ment of State in the formation of a tribunal to investigate the claims 
which might originate from such acts and to this effect submits for the 
approval of the Department of State the project of appointing a com- 
mission composed of one Nicaraguan and one American citizen recom- 
mended by the Government of the United States. This commission in 
case of disagreement between its members will submit its judgments to 
the decision of a third, whom they will appoint by mutual accord. 

It is understood that this tribunal will investigate only unliquidated 
claims. Regarding those which are now liquidated, my Government 
will respect whatever has been agreed upon between the former Gov- 
ernments of Nicaragua and other nations, paying such amounts as by 
virtue of those settlements this Republic.may owe. 

In order to reestablish the public finance, consolidate the foreign and 
internal debt and pay the legitimate claims of nationals as well as for- 
eigners, my Government desires to obtain a loan in the United States 
the payment of which will be guaranteed by a certain percent of the 
customs fees of the Republic, collected in conformity with the terms of 
a contract satisfactory to both Governments. 

The minister of hacienda having indicated to me that he has been 
informed that the Washington Government would lend us its good 
offices to this end, we solicit, through the worthy medium of your excel- 
lency, of the American Government the sending of a financial expert in 
its confidence, for the purpose of agreeing with the minister of hacienda 
upon the plan of a loan on terms satisfactory to creditor and debtor. 

My Government, having the best disposition to strengthen the ties of 
friendship that bind us to the United States, and hoping fully to remove 
the causes that severed the relations between the American Government 
and those of Zelaya and Madriz, has the firm purpose to prosecute and 
punish those responsible for the death of Cannon and Groce, and to 
pay a reasonable indemnity to the families of those good servants of 
the cause of the redemption of Nicaragua. The amount of this indem- 
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nity will be agreed upon between my Government and the United States 
after being duly informed of the results of these proceedings. 
My Government requests of your excellency to manifest to the De- 
partment of State all these purposes and desires. 
I am, etc., 
Tomas Martinez. 


The American Special Agent to the Nicaraguan Minister for Foreign Affairs 
[Excerpt] 


AMERICAN CONSULATE, 
Managua, Nicaragua, November 5, 1910. 


The Government of the United States is profoundly gratified at this 
declaration of principles and policies. The good offices of the United 
States Government are at the disposition of your excellency’s Govern- 
ment in regard to its proposed loan, and it will welcome any further 
opportunity to lend its good offices whenever in your excellency’s Gov- 
ernment’s opinion they would be beneficial to Nicaragua. I cherish the 
conviction that the good relations now so happily entered into with this 
Government and my own will continue uninterrupted, thus giving assur- 
ance that the two sister Republics will each always enjoy the respect 
and warm friendship of the other on frank, cordial and equal terms. 

My Government has already been briefly informed by telegraph of 
the principal provisions of the Government’s program, now fully set 
forth in the present note, and has authorized me to express its gratifi- 
cation. There will doubtless arise various details to be arranged later 
and I have cabled my Government suggesting that the financial expert, 
whose presence you ask for, be sent at once. ... 

I avail, etc., 
T. C. Dawson. 


3. PROPOSED LOAN CONVENTION BETWEEN NICARAGUA 
AND THE UNITED STATES! 


The American Minister to the Secretary of State 


[Telegram — Paraphrase] 
File No. 817.51/133. 
AMERICAN LEGATION, 
Managua, May 6, 1911. 


The President of Nicaragua to-day has been authorized by the As- 
sembly to negotiate with American bankers, through the good offices of 


1 For. Rel., 1912, p. 1071-1078; read June 8, 1911. 
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the United States of America, a loan not exceeding $20,000,000 Ameri- 
can gold. The Assembly also authorized the President to conclude, sub- 
ject to ratification by the present Assembly, such treaties and contracts 
as may be necessary to secure the loan. 

NortuHcott. 


Sen. Doc. Exec. B, 62d Cong., Ist sess. 


Message from the President of the United States transmitting a convention 
between the United States and Nicaragua concerning a loan which 
Nicaragua contemplates making with citizens of the United States 


To the Senate: 


In my message of January 26, 1911,! transmitting to the Senate the 
Honduran loan convention, I said: 

“Besides the considerations of propriety, expediency and interest 
which make the present arrangement with Honduras alike desirable and 
mutually advantageous, its wisdom as an evolution in the direction of 
far-sighted international policy is to be borne in mind. Honduras is 
not alone in financial embarrassment. The continual disturbances of 
other Central America states put them also, although to a less degree, 
in the category of prospective borrowers. Within a year past Guate- 
mala has sought the friendly counsel of the United States regarding the 
terms of a projected foreign loan, and it is announced, as part of the 
program of national recuperation put forth by the newly installed con- 
stitutional Government of Nicaragua, that the aid of the United States 
will be asked in effecting a readjustment of the debts of that republic. 
It needs no profuse argument to show that the financial rehabilitation 
of the greater part of Central America will work potential good for the 
stability and peace of all and lead to that development of international 
resources and expansion of foreign commerce of which they are all capa- 
ble and of which they all stand in need.” 

What was then expected with respect to Nicaragua has now become a 
fact. That Republic, after many years of governmental maladminis- 
tration, interspersed with internal disturbances and followed by civil 
war, has at last established a government on a constitutional basis, 
which finds itself, unfortunately, with a depleted treasury and burdened 
with an accumulation of debts and claims, both domestic and foreign, 
which it is unable to meet without outside aid. It has accordingly indi- 
cated its desire for assistance on the part of the United States for the 
refunding of its debt and the placing of its finances and administration 
upon a sound and stable basis, with a view to meeting its foreign obli- 


1 For. Rel., 1912, p. 555. 
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gations and to securing the tranquility, prosperity and progress of the 
country. Heartily sympathizing with the Government of Nicaragua in 
its wish to reconstruct the financial and economic situation in that 
republic and to further the development of that country, I empowered 
the Secretary of State to negotiate and conclude with the authorized 
plenipotentiary of Nicaragua a convention concerning a loan which that 
country contemplates making with citizens of the United States to pro- 
vide for the refunding of its debt and the placing of its finances upon a 
sound and stable basis. This convention, signed at Washington on 
June 6, 1911, I transmit herewith to the Senate and commend with all 
earnestness to its favorable consideration, to the end that the advice 
and consent to ratification required by the Constitution may be given. 

The convention with Nicaragua now transmitted is similar in its pro- 
visions to that with Honduras already before the Senate, and the weighty 
considerations of national and international policy which I advanced as 
counseling the consummation of the convention with Honduras are 
equally pertinent and applicable to the convention with Nicaragua. I 
deem it of paramount importance that both conventions should be rati- 
fied as contributing to the peace of Central America, for the fostering of 
which, under the Washington conventions of 1907, a moral obligation 
at least rests upon the United States. 

Not only this, but a further responsibility is thrown upon us by the 
Monroe doctrine. Much of the debt of Nicaragua is external and held 
in Europe; and, while it may not be claimed that by the Monroe doc- 
trine we may be called upon to protect an American republic from the 
payment of its just foreign claims, still complications might result from 
the attempted enforced collection.of such claims, from the involutions 
of which this Government might not escape. Hence it should be the 
policy of this Government, especially with respect to countries in geo- 
graphical proximity to the Canal Zone, to give to them when requested 
all proper assistance, within the scope of our limitations, in the promo- 
tion of peace, in the development of their resources, and in a sound 
reorganization of their fiscal systems, thus, by contributing to the re- 
moval of conditions of turbulence and instability, enabling them by 
better established governments to take their rightful places among the 
law-abiding and progressive countries of the world. Better by far is 
this beneficial and constructive policy in the neighborhood of the Carib- 
bean Sea, the Panama Canal and the Central American republics, based 
as it is on the logic of our geographical position, the development of our 
commerce in the immediate neighborhood of our shores, our moral re- 
sponsibilities due to a long-standing policy in the region mentioned, as 
well as, respecting Central America, arising from our relations to the 
Washington conventions, than it is with listless indifference to view 
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unconcernedly the whole region in fomentations of turbulence, irrespon- 
sibly contracting debts that by their own exertions they would never 
be able to discharge, or to be required, as in several instances in the past, 
to land our armed forces for the protection of American citizens and 
their interests from violence, and for the enforcement of the humane 
provisions of international law for the observance of which in the region 
concerned this Government, whether rightfully or wrongfully, is held 
responsible by the world. 

This convention now laid before the Senate, like the loan conven- 
tion with Honduras, was drawn and signed, and now stands binding 
upon the Governments of the United States and Nicaragua, when by 
them ratified, only in respect to a loan contract when one shall have 
been signed which shall be finally found satisfactory to both Govern- 
ments and shall consequently be admitted under the protection of the 
convention. 

It is my judgment the part of wisdom and of statesmanship to ratify 
both the convention with Nicaragua now submitted and that with Hon- 
duras transmitted to the Senate on January 26, 1911, and it is my earnest 
hope that I may early receive the advice and consent of the Senate to 


their ratification. 
Wn. H. Tarr. 


Loan Convention between the United States and Nicaragua ! 


The Republic of Nicaragua, being now established on a firm political 
and constitutional basis, after eleven months of civil war and after 17 
years of administrative abuses resulting in the illegal diversion of pub- 
lic property and revenue, the accumulation of debts and claims in the 
hands of both natives and foreigners, and the existence of ruinous and 
disputed concessions in many of which foreigners are beneficiaries, finds 
the financial and economic situation of the country in urgent need of 
radical reconstruction; 

And believing that this needed reconstruction on account of the cir- 
cumstances above set forth will be difficult and complicated, especially 
as it involves the necessity of obtaining a loan adequate in amount yet 
on terms commensurate with the national resources — 

The Republic of Nicaragua has indicated its desire for cooperation 
on the part of the United States for the refunding of its debt and the 
placing of its finances and administration upon a sound and stable basis 
with a view to meeting its foreign obligations, and to securing the tran- 
quility, prosperity and progress of the country. 


1 Ratified by the Assembly of Nicaragua June 15, 1911, and July 7, 1911; made 
public by the Senate, August 5, 1911. 
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And the Government of the United States, animated by a desire to 
promote the peace and prosperous development of all the Central Ameri- 
can countries, and appreciating the wish of Nicaragua to contribute to 
such development by establishing on a firm footing its own material 
strength; ‘ 

And it being recognized as necessary, in view of the present conditions 
of Nicaraguan finances and resources, that, to afford efficient and legiti- 
mate security and to obtain the special benefits sought, the Governments 
concerned should assume a special relation thereto; 

And the two Governments being convinced that some contract should 
be negotiated and concluded between the Government of Nicaragua and 
some competent and reliable American banking group, said contract to 
afford a beneficial, just and equitable accomplishment of the purposes 
in question, have, with these objects in view, named as their plenipo- 
tentiaries: 

The President of the United States of America, Philander C. Knox, 
Secretary of State of the United States; and 

The President of Nicaragua, Dr. Salvador Castrillo, junior, Envoy 
Extraordinary and Minister Plenipotentiary of the Republic of Nica- 
ragua near the Government of the United States; 

Who, having communicated to each other their respective full powers, 
found in good and due form, have agreed upon the following: 

ArticLte I. The Government of Nicaragua undertakes to make and 
negotiate a contract providing for the refunding of its present internal 
and external debt and the adjustment and settlement of claims, liqui- 
dated and unliquidated; for the placing of its finances upon a sound and 
stable basis; and for the future development of the natural and economic 
resources of that country. The Governments of the United States and 
Nicaragua will take due note of all the provisions of the said contract 
when made, and will consult, in case of any difficulties, with a view to 
the faithful execution of the provisions of said contract, in order thai all 
the benefits to Nicaragua and the security of the loan may at the same 
time be assured. 

Art. II. The loan which shall be made by the Government of Nica- 
ragua pursuant to the above undertaking shall be secured upon the 
customs of Nicaragua, and the Government of Nicaragua agrees not to 
alter the import or export customs duties, or other charges affecting the 
entry, exit or transit of goods, during the existence of the loan under the 
said contract, without consultation and agreement with the Government 
of the United States. 

Art. III. A full and detailed statement of the operations under this 
contract shall be submitted by the fiscal agent of the loan to the De- 
partment of State of the United States and to the Minister of Finance 
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of Nicaragua at the expiration of each twelve months, and at such other 
times as may be requested by either of the two Governments. 

Art. IV. The Government of Nicaragua, so long as the loan exists, 
will appoint from a list of names to be presented to it by the fiscal agent 
of the loan and approved by the President of the United States of Amer- 
ica a collector general of customs, who [need not be a Nicaraguan and 
who]? shall administer the customs in accordance with the contract 
securing said loan, and will give this official full protection in the exer- 
cise of his functions. The Government of the United States, [should 
the circumstances require,] will in turn afford such protection as it may 
find requisite. 

Art. V. This convention shall be ratified and the ratifications hereof 
shal]. be exchanged at Managua as soon as possible. 

In faith whereof, the respective plenipotentiaries have signed the 
present convention in the English and Spanish languages and have 
hereunto affixed their seals. 

Done in duplicate, at Washington, this sixth day of June, one thou- 
sand nine hundred and eleven. 

(Seal) PHILANDER C. Knox 
(Seal) Satvapor CAsTRILLO 


Sen. Doc. Exec. C, 62d Cong., Ist sess. 


Special Message from the President of the United States in relation to the 
Honduran and Nicaraguan Loan Conventions 


To the Senate: 


The loan convention between the United States and Nicaragua, signed 
at Washington on June 6, 1911, and which I transmitted to the Senate 
on the following day with a view to obtaining that body’s advice and 
consent to its ratification, was approved by the Nicaraguan Congress on 
June 14 with certain slight verbal changes so entirely consistent with 
the meaning of the convention as to make the acquiescence of this Gov- 
ernment in such textual changes quite unobjectionable. 

Upon the receipt very shortly of an authenticated copy of the amended 
text I shall ask the Senate to take favorable action upon this final form 
of the convention. Meanwhile, however, inasmuch as the substance 
and the principle of the convention are unchanged, and indeed are the 
same as in the convention between the United States and Honduras, 
submitted to the Senate January 26, 1911, I take this opportunity again 
very earnestly to recommend that the Senate give to these two conven- 
tions its thorough deliberation in order that when I shall have laid before 


1Qmitted by Nicaragua; see President’s message of July 15, 1911, infra. 
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you the amended text of that with Nicaragua your final action may be 
taken at an early date. . 

It is doubtless unnecessary for me to reiterate my well-considered con- 
viction that it is the duty of the United States to ratify these conven- 
tions. Among the reasons for this belief I may mention that these 
conventions are a practical measure of peace; that they are of vast 
commercial advantage, especially to the Southern States; that so far from 
involving entanglements, they will greatly reduce actual interference in 
Central America affairs; that they make American diplomacy and 
American capital helpful to neighboring republics to which our friend- 
liness is peculiarly due; and that they lay the foundations for peace in 
the neighborhood of the Panama Canal, where constant turbulence is 
especially intolerable. 

The ratification is urgent at the present session, because in the case 
of Nicaragua a loan can not be made; the Groce and Cannon indemni- 
ties can not be paid; the Emery claim can not be met; other claims 
and questions of monopolistic concessions can not be adjusted; railway 
improvements can not be undertaken; and, in short, Nicaraguan finances 
can not be removed from chaos to a condition where trade will prosper 
and where the Government revenues will not be the prey of revolution. 

In the case of the Honduras convention, there are still other reasons 
for urgency. The Government of the United States can not expect the 
British Government indefinitely to delay proceeding to take its own 
measures for the settlement of the bonded debt due British subjects, 
and American bankers can not be expected indefinitely to hold options 
upon the foreign bonds. 

I deem it my duty again to emphasize my conviction that these con- 
ventions if examined in the broad aspects of the true policies involved 
will be found so responsive to the duty and to the interests of the United 
States as a whole that they will receive at the present session the ap- 
proval of the Senate and the consequent ratification deemed by the 
Executive of really vital importance. 

Wo. H. Tarr. 

Tue Waite House, Washington, June 28, 1911. 


Sen. Doc. Exec. E, 62d Cong., 1st sess. 


Special Message from the President of the United States, suggesting certain 
amendments to the convention between the United States and Nicaragua 
concerning a loan which Nicaragua contemplates making with citizens 
of the United States 


To the Senate: 


In my special message of June 28, 1911, I brought to the knowledge 
of the Senate the fact that the loan convention between the United States 
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and Nicaragua, signed on June 6, 1911, and transmitted to the Senate 
on the following day, had been approved by the Nicaraguan Congress 
with certain slight unobjectionable changes. 

I am now enabled to inform the Senate that the action of the Nicara- 
guan Congress in this respect consisted in so changing Art. IV of the 
Spanish text of the convention as to make it follow mutatis mutandis the 
language of the Spanish text of the same numbered article of the loan con- 
vention between the United States and Honduras. I transmit herewith 
a correct copy of the article as adopted by the Nicaraguan Congress, which 
has been furnished by the American minister at Managua.! . .. 

I have already on three occasions endeavored to impress upon the 
Senate the great importance which I attach to the consummation of this 
convention and the like convention with Honduras, and have stated the 
reasons which persuade me to take this view. Reiteration of these 
reasons is unnecessary and might tax the patience of the Senate; but 
my conviction of the benefits which would accrue from these conven- 
tions is so strong that the Senate will acquit me of overzeal if, feeling 
my responsibility to the interests of the United States, I should deem it 
my duty, as I do, again most earnestly to commend them to the favor- 
able consideration of the Senate during its present session. 

Wn. H. Tarr. 

Tue Wuite House, July 15, 1911. 


4. SUGGESTION OF AMERICAN TREATY OF 
INTERVENTION ? 


The American Chargé d’ Affaires to the Secretary of State 


File No. 817.00/1745 
[Telegram — Paraphrase] 


Managua, December 21, 1911. 


President Diaz has written me a letter, which I received this morning 
with the request that I transmit a translation of it to the Department. 
The following is a translation of the letter: 


“My Dear Sir and Friend: Since you have been here during such an 
eventful period, occupying a position permitting you fully to appreciate 
the situation, you have perceived what almost insuperable obstacles 
confront every attempt to put into effect a truly reconstructive program. 
One of them is found in our foreign relations, where the inevitable con- 
tact of our policy with that of other Central American states produces 
uneasiness in the country because of the uncertainty it inspires in the 


1 See the article as printed on p. 821. 
2 For. Rel., 1911, p. 670-671. 
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men of the Government and because of the encouragement it gives to 
those who expect assistance from some other Central American Govern- 
ment that is interested in creating difficulties for us in our relations 
with the United States. 

“Another is the internal situation. The party leaders, filled with 
hatred by years of bloody struggle, will never confide the triumph of 
their cause to republican propaganda, but expect always to assert by 
force of arms the right to exercise power in the Republic. An irrecon- 
cilable division therefore separates the political parties, and the Gov- 
ernment consequently has to maintain itself, as in a campaign, against 
the constant conspiring of its opponents; in short, the result may be 
called a state of war. It has lasted for years, and, of course, the eco- 
nomic consequences are profound; and this same violent politics is also 
the reason for the prevalence of sanguinary crimes, which can not be 
successfully dealt with by courts and juries, since in the juries passion 
defeats justice almost always. 

“On these two problems I have seriously meditated and disconso- 
lately conclude that lasting and stable peace, order, economy, modera- 
tion and liberty can not come through our own means; and that the 
grave evils affecting us can be destroyed only by means of more direct 
and efficient assistance from the United States, like that which resulted 
so well in Cuba. 

“Tt is therefore my intention by means of a treaty with the American 
Government to so amend or add to the constitution as to assure that 
assistance, permitting the United States to intervene in our internal 
affairs in order to maintain peace and existence of a lawful government, 
thus giving the people a guaranty of proper administration. 

“Before opening official negotiations I wish first to learn privately 
through you the opinion of the Department of State, and if you can do 
me this favor you will also render thereby a great service to this country. 

“T am, etc., 

Apo.Fo Diaz.” 


GUNTHER. 


The Secretary of State to the American Charge d’ Affaires 
[Telegram — Paraphrase] 


Washington, December 23. 


In response to your telegram of December 21 you are instructed to 
express to President Diaz the Department’s intense gratification upon 
noting the spirit of confidence in the good faith of the United States 
which he displays in his proposal, which implicates recognition by Presi- 
dent Diaz of this Government’s benevolent and sympathetic attitude 


q 
| 
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toward Nicaragua and the other Central American Republics. The 
suggestions made by President Diaz involve, however, matters of such 
great importance that the Department will not be able to make any 
expression whatever in relation to them until after deep and careful 
consideration. 


Knox. 


5. POLICY OF THE UNITED STATES, 1912! 
The Acting Secretary of State to the American Minister 


File No. 817.00/1940b. 
[Telegram — Paraphrase] 


DEPARTMENT OF STATE, 
Washington, September 4, 1912 —7 p.m. 


Unless a different course appears to you preferable — in which case 
you will telegraph your suggestions — you may communicate to the 
Government of Nicaragua the text of the following as the authorized 
declaration of the policy of the United States in the present disturbances. 
You may also communicate it unofficially to the rebel leaders, and make 
it public: 

“The policy of the Government of the United States in the present 
Nicaraguan disturbances is to take the necessary measures for an ade- 
quate legation guard at Managua, to keep open communications and 
to protect American life and property. 

“In discountenancing Zelaya, whose régime of barbarity and corrup- 
tion was ended by the Nicaraguan nation after a bloody war, the Goy- 
ernment of the United States opposed not only the individual but the 
system, and this Government could not countenance any movement to 
restore the same destructive régime. The Government of the United 
States will, therefore, discountenance any revival of Zelayaism and will 
lend its strong moral support to the cause of legally constituted good 
government for the benefit of the people of Nicaragua, whom it has long 
sought to aid in their just aspiration toward peace and prosperity under 
constitutional and orderly government. 

“A group of some 125 American planters residing in one region of 
Nicaragua have applied for protection. Some two dozen American firms 
doing business in that country have applied for protection. The Ameri- 
can bankers who have made investments in relation to railroads and 
steamships in Nicaragua, in connection with a plan for the relief of the 
financial distress of that country, have applied for protection. The 
American citizens now in the service of the Government of Nicaragua 


1 For. Rel., 1912, p. 1043, 
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and the Legation itself. have been placed in actual jeopardy under fire. 
Two wounded American citizens are reported to have been ruthlessly 
slaughtered. Besides the Emery claim due American citizens and the 
indemnity for the killing of Groce and Cannon in the Zelaya war, there 
are various American claims and concessionary interests. Under the 
Washington conventions, the United States has a moral mandate to 
exert its influence for the preservation of the general peace of Central 
America, which is seriously menaced by the present uprising, and to 
this end in the strict enforcement of the Washington conventions and 
loyal support of their aims and purposes all the Central American Re- 
publics will find means of valuable cooperation. These are among the 
important moral, political and material interests to be protected. 

‘“‘When the American minister called upon the Government of Nica- 
ragua to protect American life and property, the minister for foreign 
affairs replied that the Government troops must be used to put down 
the rebellion, adding: ‘In consequence, my Government desires that 
the Government of the United States guarantee with its forces security 
for the property of American citizens in Nicaragua, and that they extend 
this protection to all the inhabitants of the Republic.’ 


“Tn this situation the policy of the Government of the United States 
will be to protect the life and property of its citizens in the manner 
indicated and, meanwhile, to contribute its influence in all appropriate 
ways to the restoration of lawful and orderly government in order that 
Nicaragua may resume its program of reforms unhampered by the vicious 
elements who would restore the methods of Zelaya. 

“The revolt of General Mena in flagrant violation of his solemn prom- 
ises to his own Government and to the American minister, and of the 
Dawson agreement by which he was solemnly bound, and his attempt 
to overturn the Government of his country for purely selfish purposes 
and without even the pretense of contending for a principle, make the 
present rebellion in origin the most inexcusable in the annals of Central 
America. ‘The nature and methods of the present disturbances, indeed, 
place them in the category of anarchy rather than ordinary revolution. 
The reported character of those who promptly joined Mena, together 
with his uncivilized and savage action in breaking armistices, maltreating 
messengers, violating his word of honor, torturing peaceable citizens to 
exact contributions, and, above all, in the ruthless bombardment of the 
city of Managua, with the deliberate destruction of innocent life and 
property and the killing of women and children and the sick in hospi- 
tals, and the cruel and barbarous slaughter of hundreds reported at 
Leon, give to the Mena revolt the attributes of the abhorrent and in- 
tolerable Zelaya régime.” 

Huntineton WI1son. 
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APPENDIX II. THE BRYAN-CHAMORRO TREATY 


1. NICARAGUAN APPEAL FOR AID 
The Minister of Nicaragua to the Secretary of State 1 
[Memorandum — Translation — Extract] 


1. On February 2 I transcribed by cable to President Diaz the terms 
of the latest draft of the canal treaty ? now in negotiation between the 
United States and Nicaragua... . 

2. On February 4 I received a cable from my Government advising 
me that President Diaz was gratified that the Secretary of State had 
agreed to the draft of the canal treaty; and on the same day he sent a 
cable to President Wilson in the following terms: 


The effect of the Platt Amendment on Cuba has been so satisfactory 
that, since your Government is considering a canal convention with 
Nicaragua, I respectfully request that said convention be made to 
embody the substance of the Platt Amendment, so that my country- 
men may see Nicaragua’s credit improved, her natural resources 
developed and peace assured throughout the land. I believe that 
revolutions will cease if your Government can see its way clear to 
grant the addition of the amendment as requested. 


8. I have also received a cable from President Diaz instructing me to 
act with the greatest possible urgency, in order that the treaty, in the 
said terms, be immediately submitted to the American Senate for its 
approval. 

In previous conversations with the Secretary of State I have had 
occasion to inform him as to the terrible economic situation now pre- 
vailing in Nicaragua, to the point of a practical bankruptcy of the trade 
of the country; and, further, that besides claims of natives and for- 
eigners to whom the Government owes large sums for moneys loaned 
and merchandise supplied during the war of 1912, there are pending 
other claims by German, British and Italian subjects who have had 
recourse to diplomatic channels in demanding payment of their bills. 

The Government of Nicaragua thinks that the best mode of settling 


1 For. Rel., 1914, p. 953-954. 

2 This treaty, conceived by Secretary Knox, was signed at Managua, February 8, 
1913, and was known as the Chamorro-Weitzel treaty. It was based upon the 
theory that the control of the prospective canal route through Nicaragua should 
be vested in the United States and thus remove a perpetual menace to the in- 
ternal and international security of the isthmian region; of. George T. Weitzel, 
American Policy in Nicaragua (Sen. Doc. 334, 64th Cong., Ist sess.). 
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its economic problem is to be found in the conclusion of the treaty with 
the United States as proposed, which, while improving Nicaragua’s 
credit, guarantees peace, so desired by Nicaraguans, exhausted by con- 
tinual revolutions. 

The present Government of Nicaragua has adopted, frankly and de- 
cisively, a policy of rapprochement toward the United States, seeking 
through that friendship the assurance of peace in Nicaragua, the devel- 
opment of its natural resources, and a means of improving its finances; 
and in the pursuance of this policy it has moved steadily forward with- 
out regard to the protests and opposition of certain Latin countries. I 
believe, therefore, that in accordance with this spirit of amity the time 
has arrived for the Government of the United States to lend some aid 
to Nicaragua. 

To effect this, we confide in the interest shown by President Wilson in 
the future and happiness of Central American countries, and in the 
altruism and nobility of heart of the Secretary of State, Mr. Bryan. 

Legation or NICARAGUA, 

Washington, February 12, 1914. 


2. CENTRAL AMERICAN PROTESTS 


a. Costa Rica 
The Minister of Costa Rica to the Secretary of State + 
[Translation] 


LreGation or Costa Rica, 
Washington, July 7, 1914. 


Mr. Secretary: I have the honor to bring to your excellency’s 
knowledge that, having been informed of what your excellency told me 
concerning the draft treaty with Nicaragua now awaiting the ratifica- 
tion of the Senate, to the effect that it contains a clause similar to the 
one known as the “Platt Amendment”, which would implicitly estab- 
lish a protectorate by the United States of America over that Republic, 
my Government has instructed me to lay before your excellency, with 
great respect, a formal protest against that clause. 

My Government believes any weakening of the autonomy of the 
Republic of Nicaragua would seriously affect the autonomy of the Re- 
public of Costa Rica, considering the special nature of the relations 
between the states of Central America since the beginning of their 
existence. 

Without entering into other considerations, I shall limit myself to 
stating that the institutions created by the treaties signed in the Central 


1 For. Rel., 1914, p. 959, 960. 
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American Peace Conference held in Washington in 1907, beginning with 
the Court of Justice maintained by the five Republics, would have to 
disappear under a protectorate, since those treaties were concluded for 
the express purpose of strengthening the relations and fomenting the 
common interests of the said five Republics. 

In fulfilling the instructions that I have received, I am actuated by 
the trust, always held by my Government, in the lofty spirit that guides 
that of your excellency. 

Accept (etc.) 

J. B. Catvo. 


The Secretary of State to the Minister of Costa Rica 


DEPARTMENT OF STATE, 
Washington, July 16, 1914. 


My Dear Mr. Catvo: I beg to acknowledge receipt of your com- 
munication of July 7, and to say that your Government has been mis- 
informed in respect to the proposed treaty with Nicaragua. The nego- 
tiations have not been concluded and no treaty has been presented to 
the Senate for ratification. The Department is conferring, in confidence, 
with the Foreign Relations Committee of the Senate in regard to a 
tentative draft, the terms of which have not been made public. If the 
matter in which your Government has expressed an interest becomes a 
matter for practical consideration, we shall be pleased to examine into 
the protest which you present. 


With assurances (etc.) 
W. J. Bryan. 


The Minister of Costa Rica to the Secretary of State + 
[Translation] 


LEeGATION oF Costa Rica, 
Washington, July 18, 1914. 


My Dear Mr. Bryan: I beg to acknowledge receipt of your letter 
of July 16. 

It could have been a mistake on my part, in a certain way, to say that 
the treaty was awaiting ratification by the Senate, but in such case it has 
its explanation in various recent acts of the Senate in connection with 
this matter; in that in no other way has this document been generally 
mentioned; in the text of the minutes of the meetings of Congress; and 
in the very fact that it lies before the Foreign Relations Committee of the 
Senate, although only in consultation, as you kindly inform me. 


1 For, Rel., 1914, p. 961. 
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In regard to the precise terms of the preliminary draft alluded to, if it 
is true that they have not been made public it is also true that the essen- 
tial features of the so-called Platt Amendment are well known, and there- 
fore for the purpose of the protest it was not indispensable to insert a 
literal copy of the clause referred to. 

In any case, I truly appreciate the willingness shown by the Depart- 
ment to enter into consideration of the protest, entertaining no doubt 
that this will be taken into consideration at the present time and also 
if the event contemplated in the protest becomes a fact, said protest 
having been presented by virtue of the instructions received from my 
Government, which, in accord with the national sentiment, believes that 
the autonomy of the Republic of Costa Rica would be endangered by 
any lessening that the autonomy of the Republic of Nicaragua might 
suffer, considering the special nature of the relations between the states 
of Central America since the beginning of their existence; and that 
you will consider in the same way the points relative to the treaties 
signed at the Central American Peace Conference held in Washington 
in 1907. 

With assurances (etc.) 

J. B. Catvo. 


b. SALVADOR 
The Chargé d’ Affaires of Salvador to the Secretary of State 1 
[Translation] 


LEGATION OF SALVADOR, 
Washington, July 8, 1914. 


Excr.uency: I have the honor to bring to your excellency’s knowl- 
edge that, having heard that the draft treaty with Nicaragua now pend- 
ing in the Senate for ratification contains a clause like the so-called 
“Platt Amendment”, which would establish the protectorate of the 
United States of America over that Central American Republic, my 
Government has instructed me to lay before your excellency, with the 
greatest respect, a formal protest against that clause. 

My Government holds that the loss or partial destruction of Nica- 
ragua’s autonomy seriously affects the autonomy of Salvador, consid- 
ering the peculiar ties that have always bound the Central American 
states. 

The contemplated protectorate would nullify the conventions of the 
Washington conference (Central American Conference of Washington, 
1907), since those treaties were concluded for the purpose of making 
stronger and closer the special relations of the Central American states, 
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maintaining peace and promoting their common interests: for it is an 
indestructible fact that the interests and progress of all and every one 
of the states are one and the same. 

My Government believes that, conformably to the treaties between 
Salvador and the United States, the Nicaraguan treaty under consider- 
ation can not be submitted to the Senate for ratification while there is 
pending the discussion raised by it before your excellency on October 21, 
1913, for the protection o¢ the rights and interests of Salvador that 
would be affected by the concession granted to your excellency’s Gov- 
ernment for the establishment of a naval station in the Gulf of Fonseca. 

In respectfully filing this protest, my Government not only performs 
a duty placed upon it by the Fundamental Charter of the country, but 
also faithfully voices the sentiment of the nation. 

I have great pleasure in renewing (etc.) 

Cartos A. Meza. 


The Chargé d Affaires of Salvador to the Secretary of State } 
[Translation] 


LreGaTion or SALVADOR, 
Washington, July 21, 1914. 

Mr. SECRETARY: ... 

I have to say to your excellency with all due respect that the context 
of my protest aforesaid shows that it refers to a draft treaty with Nica- 
ragua, but availing myself of your excellency’s offer to examine my pro- 
test in the event of the subject becoming one of practical consideration, 
I let it stand as also presented for and pending that contingency. 

Pursuant to the instruction I have received and referred to hereto- 
fore, I have to say that my Government’s action, aiming to safeguard 
the integrity of Salvador’s autonomy which would be impaired if a 
protectorate were eventually established over Nicaragua, is perfectly 
legitimate. The special ties and relations which have always existed 
among the Central American states are their whole history and consti- 
tute the Central American public law embodied in the Political Consti- 
tution of each state as an essential part of its existence. 

Those ties and that law are entitled to full consideration and respect; 
they form the common patrimony of each and every state and the sep- 
arate action of any one of them calculated to destroy them is neither 
just nor constitutional. hiss 

I beg your excellency to consider this communication as part of my 
protest above referred to. 

I have great pleasure in renewing (etc.) 
Cartos A. Meza. 
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3. OFFERS TO COSTA RICA AND SALVADOR 
a. Costa Rica 


The Secretary of State to Minister Hale + 


[Extract] 


DEPARTMENT OF STATE, 
Washington, July 24, 1914. 


My Dear Mr. Hate: The Costa Rican Government seems to be 
very actively opposed to the proposed treaty with Nicaragua. This 
treaty covers an option on a canal route and a naval base in Fonseca 
Bay. Please explain to the Government that they need not fear that 
any rights that they have will be disregarded. Their treaty with Nica- 
ragua does not require that Nicaragua must secure the consent of Costa 
Rica, but only provides that Costa Rica shall be consulted, and the 
words of the treaty indicate that the consultation is to be for the pur- 
pose of protecting Costa Rica from injury in case a canal is built. This 
Government will, of course, safeguard Costa Rica from injury in case a 
canal is built along the Costa Rican boundary, and we have assured 
the Costa Rican Government through Minister Calvo that we also are 
ready and willing to purchase an option from Costa Rica on terms as 
favorable as those given by Nicaragua. We are also willing to lease a 
naval base near the southern extremity of Costa Rica, but were assured 
that Costa Rica did not desire to make such a lease. 

As to the Platt Amendment, we have explained to Minister Calvo 
that that has not been decided upon. .. . 

Yours (etc.) 
BRYAN. 


Minister Hale to the Secretary of State ? 
[Extract] 


AMERICAN LEGATION, 
San José, August 13, 1914. 


My Drar Mr. Bryan: I received your letter of July 24 by Monday’s 
mail (10th) and at once set about attending to the matter concerned. 
I have had a long talk with the President.* . . . I asked him why, then, 
they were so warmly opposing our Nicaragua negotiations. The Presi- 
dent is a finely-bred man, — as is the case with his predecessor, Jimenez, 


1 For. Rel., 1914, p. 963. 
2 Tbid., p. 966. 


3 The hostile tone of the San José newspapers toward the United States was 
discussed. ei 


PURCHASE OF CANAL OPTION 833 


and all the public men of this country — and seemed to hesitate to 
express himself. Finally he said that, considering the relation of Costa 
Rica to the subject, he thought Costa Rica should have been consulted. 
He intimated that their national pride had ‘been touched. I referred to 
your assurance to Minister Calvo that our Government is ready to pur- 
chase an option on terms as favorable as those given by Nicaragua. 
He said that Costa Rica did not wish for money —I understood him to 
mean &@ money payment — but only wished that their rights be respected. 
I inquired how. He said, by recognizing their interest in the canal. 
That suggested a new idea and I asked if he meant that Costa Rica 
should have a share in the ownership of the canal when constructed. He 
said that that was his meaning. 

I believe that a treaty could be arranged with this Government upon 
the terms suggested; that is, to give Costa Rica, in return for its con- 
sent, a share (of course, it would necessarily be a small share) in the 
canal as a going concern... . 

Most truly yours, 
E. J. Hate. 


The Secretary of State to Minister Hale} 
[Telegram] 


DEPARTMENT OF STATE, 
Washington, January 28, 19165. 


Have recently had a very pleasant exchange of views with the Costa 
Rican minister in regard to the purchase of a canal option. It seems that 
the friction noticeable in Costa Rica was due to a misunderstanding. 
When we assured Costa Rica of our willingness to make a treaty with 
Costa Rica similar to that with Nicaragua we had in view only the pur- 
chase of an option but it seems that Costa Rica understood that such 
a treaty would include the Platt Amendment. Now that they find 
we:had no thought of including the Platt Amendment, and no desire 
to do so, all misunderstandings seem to have been removed and I am 
conferring with the minister here in regard to the price to be paid and 
the terms. They have also suggested that they might be willing to sell 
Cocos Island which lies some 200 miles west from Costa Rica in the 
Pacific. Costa Rica finds it impossible to protect the island or to make 
use of it and is willing to sell. We are willing to buy the island at a 
reasonable price and can include it in the treaty conveying the canal 
option. In purchasing the canal option we can not pay Costa Rica 
more than we are paying Nicaragua. The three millions which we have 
agreed to pay Nicaragua covers the naval base in Fonseca Bay as well 
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as the canal route and a much larger part of the canal route is in Nica- 

ragua than in Costa Rica. The indications here are that all misunder- 

standings have been removed. Do you get the same impression there? 
BRYAN. 


b. SALVADOR 


The Secretary of State to Minister Long 3 . 
[Telegram] 


DEPARTMENT OF STATE, 
Washington, January 28, 1916. 


You know that we have agreed to an amendment to the Nicaragua 
treaty to the effect that nothing in the Nicaragua treaty shall be con- 
strued to impair any rights that Costa Rica may have. We are per- 
fectly willing to broaden that amendment so as to include Salvador or 
any other country, although we regard the amendment as unnecessary 
because no treaty between us and Nicaragua could impair the rights 
of any country not a party to the treaty. It occurs to me that Salvador 
may have misunderstood our proposal when we offered to buy from her 
a naval base the same as from Nicaragua. While the naval base which 
we expect to purchase from Nicaragua wil) be sufficient for our purpose, 
still, in order to show our impartiality and our desire to treat all nations 
alike, we are perfectly willing to purchase a naval base from Salvador 
and also Honduras if they desire to sell. These treaties, of course, would 
not include the Platt Amendment but merely the lease of a naval base 
similar to the lease provided for in the Nicaraguan treaty. Make it 
clear to the Government that we do not ask for any such treaty but 
are perfectly willing to negotiate it if Salvador wishes it; and the same 
with Honduras. Report attitude of Government and feeling of officials 
on the subject. 

BRYAN. 


Minister Long to the Secretary of State * 
[Telegram — extract] 
AMERICAN LEGATION, 
San Salvador, March 26, 1915. 


About a week ago the President unofficially and most confidentially 
expressed his personal desire that a course might be adopted by us which 
would enable all the countries of Central America harmoniously to join 
the United States in some alliance, possibly an offensive and defensive 
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one, so drawn as to concede our desires for a coaling station in some form 
and manner calculated to assuage those fearful lest the naval base fea- 
ture of the Nicaragua canal convention should involve their autonomy. 

On March 23, the President added that “‘when the United States fully 
realizes that money for a naval station in Fonseca Bay is not attractive 
to Salvadorans in the light of present sensitive state, I hope it will con- 
sider the adoption of other powers to obtain its ends and of other meth- 
ods for compensating Salvador. Central American countries sorely need 
many things which your Government can supply.” 

Replies to my efforts to elicit a clear statement of just what Salvador 
desires convince me that no definite plan exists but that this country’s 
Chief Executive hopes, if his country enters into a treaty granting a 
naval station, that Salvador may receive in return as many as are ob- 
tainable of the following requisites to her future development: First, 
to have Salvador put on a gold basis; second, to have established here 
an American bank of large capital; third, to have established at the 
station an American school free to certain male students of Central 
America where the English language, industrial, agricultural, economic 
and business courses would be taught and possibly elementary military 
training given;! fourth,” to have established, and maintained until rail- 
way lines connected at least three of the five countries, regular rapid 
small ship communication to convey mail, passengers and their baggage 
between Pacific Coast ports of Central America; fifth, to have estab- 
lished and maintained along the coast of Salvador modern lighthouses; 
sixth, to have established and maintained in Salvador wireless stations 
of sufficient power to communicate with Panama. 

I think it is not expected that all these desires should be granted 
without cost to the Government; some of them would undoubtedly be 
expected as compensation, but after a conference and a general under- 
standing regarding the basic points the minor ones could be dealt with 
satisfactorily. . . .? 

I then asked whether he thought it would be opportune, in case my 
Government was disposed to invite Central American countries to a 
naval-station conference, to hold the same at Washington during and 
after the Financial Conference in May.* He thought the idea excel- 


lent. ... 


1 Mr. Bryan was unofficially interested in measures for educational improvement 
in certain Latin American countries. A committee of educational leaders and 
others was then working on a project for establishing an institution of higher learn- 
ing in Mexico. 

2 Incorporated from dispatch of March 27. 

3 Cf. John Bassett Moore, “The Pan American Financial Conferences and the 
Inter-American High Commission” in American Journal of International Law, 
July, 1920, Vol. 14, p. 343-355. 
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It would seem that the alliance, which it is thought would result 
from one or more conferences, might be made to include, freely given, 
the naval base desired and beneficent forms of compensation far more 
comprehensive in their future effect upon Central American develop- 
ment than mere payments of money; provided other Central American 
Governments can be brought to think as Salvador appears to be doing 
now. .. - President Meléndez believes officially the initiative should 
remain with the United States. ‘ 

Lone. 


The Secretary of State to Minister Long + 
[Telegram] 


DEPARTMENT OF STATE, 
Washington, April 4, 1915. 


Your telegram in regard to the possibility of securing from Salvador 
the lease of land for a naval base in return for certain advantages to 
be afforded in the establishment of a university there has been consid- 
ered by the President and you are directed to communicate with the 
Foreign Office and secure from them the outline of such a proposition 
as would be favored by them. This Government is disposed to give 
favorable consideration to the plan and appreciates the high purpose 
which actuates the Salvadoran Government. While we are not in a 
position to give financial assistance as a government, we hope that 
American financiers, when their attention is called to the matter, will 
be willing to furnish the capital necessary for the bank and for the re- 
organization of the financial system of the country. The President is 
disposed favorably to consider a treaty having in view the acquiring of 
a site for a naval base, this Government in return to establish a college 
or University open and free to the young men of Salvador. Please 
inquire whether Salvador would have any objection to our making the 
same provision with Honduras in case that country desired to enter 
into a similar treaty. Also as to whether there would be any objection 
to having young men from other Latin American republics admitted to 
the institution. We take it for granted that Salvador would not object 
to others being admitted provided accommodations were sufficient. We 
shall be pleased to receive an outline of the plan which the Government 
of Salvador has in mind. 

Bryan. 
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4. BRITISH PRIORITY AS TO CLAIMS 
The British Ambassador to the Secretary of State 1 


British Empassy, 
Washington, October 28, 1915. 


Sm: In 1912 an agreement was concluded by His Majesty’s Govern- 
ment and the Nicaraguan Government by which the latter formally 
agreed to pay to His Majesty’s Government the sums of £15,800 in 
settlement of outstanding claims of British subjects prior to that date, 
also of £4,000 for claims arising out of the revolution of 1912, i.e., a 
total of £19,800, together with accrued interest. ‘These claims were all 
for compensation on account of illegal and arbitrary treatment or dam- 
age to property. 

His Majesty’s Government have hitherto forborne from pressing for 
payment of these sums in view of the assurances frequently repeated 
verbally and in writing by the Nicaraguan Government to His Majesty’s 
diplomatic and consular representatives that the amounts would be 
paid out of the first money receivable by the Nicaraguan Government. 

It would appear that in the course of the past 12 months agreements 
have been entered upon between the Nicaraguan Government and 
American bankers providing for the disposal of part of the $3,000,000 
to be received by Nicaragua from the United States under the treaty 
of August 5, 1914, when ratified. Among others, the Nicaraguan Official 
Gazette of August 26 last (No. 194) published the text of two contracts 
signed in New York on July 16, 1915, between the Nicaraguan Govern- 
ment and the National Bank of Nicaragua and Messrs. Brown Brothers 
& Company and J. and W. Seligman & Company which contain clauses 
authorizing and commissioning the United States Government to pay 
certain liabilities direct to the interested parties out of the $3,000,000 in 
question. The amount of liabilities so far incurred for payments out 
of this sum is not clear, but it is thought that it may exceed $3,000,000. 

In view of the priority of the British claims above mentioned recog- 
nized by a formal agreement between His Majesty’s Government and 
the Nicaraguan Government, I have the honor, under instructions from 
His Majesty’s Principal Secretary of State for Foreign Affairs, to’ enter 
hereby a caveat against the payment by the United States Government 
to the Nicaraguan Government of the $3,000,000 provided in the Amer- 
ican-Nicaraguan treaty without any provision being made for the settle- 
ment of the British claims in question. 

I should add that there are no other claims for goods or money sup- 


1 For, Rel., 1915, p. 1118. 


838 WORLD PEACE FOUNDATION 


plied by British subjects to the Nicaraguan Government which were not 
provided for in the Anglo-Nicaraguan agreement of 1912, as they had 
never been disputed by the Nicaraguan Government and for the pay- 
ment of some of which assurances have also been given by the Nica- 
raguan Government that they would be met out of the first money 
received by them. 

I have (etc.) 


Crcit Sprine Rice. 


& NICARAGUAN CANAL ROUTE CONVENTION BETWEEN 
THE UNITED STATES AND NICARAGUA! 


Signed at Washington, August 5, 1914; ratification advised by the 
Senate, with amendments, February 18, 1916; ratified by the President, 
June 19, 1916; ratified by Nicaragua, April 13, 1916; ratifications 
exchanged at Washington June 22, 1916; proclaimed, June 24, 1916. 

The Government of the United States of America and the Govern- 
ment of Nicaragua being animated by the desire to strengthen their 
ancient and cordial friendship by the most sincere cooperation for all 
purposes of their mutual advantage and interest and to provide for the 
possible future construction of an interoceanic ship canal by way of the 
San Juan River and the great Lake of Nicaragua, or by any route over 
Nicaraguan territory, whenever the construction of such canal shall be 
deemed by the Government of the United States conducive to the in- 
terests of both countries, and the Government of Nicaragua wishing to 
facilitate in every way possible the successful maintenance and operation 
of the Panama Canal, the two Governments have resolved to conclude a 
Convention to these ends, and have accordingly appointed as their 
plenipotentiaries: 

The President of the United States, the Honorable William Jennings 
Bryan, Secretary of State; and 

The President of Nicaragua, Sefior General Don Emiliano Chamorro, 
Envoy Extraordinary and Minister Plenipotentiary of Nicaragua to the 
United States; 

Who, having exhibited to each other their respective full powers, 
found to be in good and due form, have agreed upon and concluded the 
following articles: 

ArticLE I, The Government of Nicaragua grants in perpetuity to 
the Government of the United States, forever free from all taxation or 
other public charge, the exclusive proprietary rights necessary and con- 
venient for the construction, operation and maintenance of an inter- 
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oceanic canal by way of the San Juan River and the great Lake of Nica- 
ragua or by way of any route over Nicaraguan territory, the details of 
the terms upon which such canal shall be constructed, operated and 
maintained to be agreed to by the two Governments whenever the Gov- 
ernment of the United States shall notify the Government of Nicaragua 
of its desire or intention to construct such canal. 

Art. II. To enable the Government of the United States to protect 
the Panama Canal and the proprietary rights granted to the Govern- 
ment of the United States by the foregoing article, and also to enable 
the Government of the United States to take any measure necessary to 
the ends contemplated herein, the Government of Nicaragua hereby 
leases for a, term of 99 years to the Government of the United States the 
islands in the Caribbean Sea known as Great Corn Island and Little 
Corn Island; and the Government of Nicaragua further grants to the 
Government of the United States for a like period of 99 years the right 
to establish, operate and maintain a naval base at such place on the 
territory of Nicaragua bordering upon the Gulf of Fonseca as the Gov- 
ernment of the United States may select. The Government of the 
United States shall have the option of renewing for a further term of 99 
years the above leases and grants upon the expiration of their respective 
terms, it being expressly agreed that the territory hereby leased and the 
naval base which may be maintained under the grant aforesaid shall be 
subject exclusively to the laws and sovereign authority of the United 
States during the terms of such lease and grant and of any renewal or 
renewals thereof. 

Art. III. In consideration of the foregoing stipulations and for the 
purposes contemplated by this convention and for the purpose of reduc- 
ing the present indebtedness of Nicaragua, the Government of the United 
States shall, upon the date of the exchange of ratification of this con- 
vention, pay for the benefit of the Republic of Nicaragua the sum of 
three million dollars United States gold coin, of the present weight and 
fineness, to be deposited to the order of the Government of Nicaragua 
in such bank or banks or with such banking corporation as the Govern- 
ment of the United States may determine, to be applied by Nicaragua 
upon its indebtedness or other public purposes for the advancement of 
the welfare of Nicaragua in a manner to be determined by two High 
Contracting Parties, all such disbursements to be made by orders drawn 
by the Minister of Finance of the Republic of Nicaragua and approved 
by the Secretary of State of the United States or by such person as he 
may designate. 

Arr. IV. This convention shall be ratified by the High Contracting 
Parties in accordance with their respective laws, and the ratifications 
thereof shall be exchanged at Washington as soon as possible. 
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In witness whereof the respective plenipotentiaries have signed the 
present treaty and have affixed thereunto their seals. 

Done at Washington, in duplicate, in the English and Spanish lan- 
guages, on the 5th day of August, in the year nineteen hundred and 
fourteen. 

Witi1am Jennines Bryan (Seal) 
Emmiano CHAMORRO (Seal) 


The advice and consent of the Senate of the United States to the 
ratification of the said convention was given with the following proviso: 
“Provided, That, whereas, Costa Rica, Salvador and Honduras have 
protested against the ratification of the said convention in the fear or 
belief that said convention might in some respect impair existing rights 
of said states; therefore, it is declared by the Senate that in advising 
and consenting to the ratification of the said convention as amended 
such advice and consent are given with the understanding, to be ex- 
pressed as a part of the instrument of ratification, that nothing in said 
convention is intended to affect any existing right of any of the said 
named states.” 
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APPENDIX III. FINANCIAL READJUSTMENT IN 
NICARAGUA 


1. DECREE OF THE SENATE AND CHAMBER OF DEPUTIES 
OF THE REPUBLIC OF NICARAGUA CREATING A 
COMMISSION OF PUBLIC CREDIT! 


Managua, February 20, 1917. 


ArticLE 1. That there be created a commission which shall be 
called ““Commission of Public Credit’’, composed of two members, one 
of whom shall be the minister of finance or the person whom the Ex- 
ecutive may designate, and the other, as also the third in case of dis- 
agreement, shall be named by the executive power in accord with the 
Department of State of the United States of North America. 

Art. 2. This commission shall have knowledge of all the credits of 
which the public debt is composed and shall dictate all the means lead- 
ing to the fixing of the net amount of the liabilities of state; the two 
members having, moreover, the authority to make, by common con- 
sent, definite arrangements with the creditors of the Republic as to 
the means of payment. 

Art. 3. The decisions of the commission shall be final. In the case 
that its two members can not agree on any point whatsoever, the differ- 
ence shall be submitted to the arbitrator, whose decision as given shall 
have the character of being final and without appeal. 

Art. 4. The commission shall be empowered to determine the form 
in which they must apply to the settlement of the public debt that part 
of the funds which the Government of the United States of North Amer- 
ica must deliver to the Government of the Republic in order to conform 
with the provision in Art. 3 of the Chamorro-Bryan treaty celebrated 
in Washington August 5, 1914. 

Art. 5. The seat of the commission shall be the capital of the Re- 
public; but it may be transferred for a time to any place in the country, 
once it has been installed and always that it be done in accord with 
the original purpose of the present law. 

Art. 6. The commission shall continue in the performance of its 
functions for three months, counting from its time of installation, it 
being capable of being extended for three months; by consent of the 
Executive, who also is empowered to bring to an end the functions of 
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the commission, if before the completion of the period of the extension 
the work shall have been finished. 

Art. 7. The Executive Power shall carry out and execute the pres- 
ent law which shall become effective from the day of its publication in 
the Gaceta. 

Given in the Hall of Sessions of the Chamber of Deputies. Managua, 
February 2, 1917. R. Enriquez, D. V. P.— D. Caupnro B., D. 8. — 
Anibal Soté6rzano, D. 8. 

To the Executive Power — Chamber of the Senate, Managua, Feb- 
ruary 9, 1917. Joaq. Sotérzano Z., S. P.— M. J. Moratss, S. 8. — 
Benj. Exizonpo, S. S. 

Therefore, be it executed. Presidential House. Managua, February 
14,1917. Emiliano Cuamorro. The Minister of Finance, M. Brenarp. 


2. LAW AUTHORIZING THE 1917 FINANCIAL PLAN! 


[Excerpts] 


The President of the Republic, to his people, Know: That the Con- 
gress has enacted the following: Decree No. 3. 

The Senate and Chamber of Deputies of the Republic of Nicaragua, 
Decree: 

ArticLeE 1. The Executive Power is authorized to celebrate the con- 
tracts which may be necessary with the Foreign Bondholders of 1909, 
with the bankers Brown Brothers & Co. and J. W. Seligman & Co., 
with regard to the Treasury bills agreement [of September 1, 1911],? 
with the same bankers with respect to the amortization of the Emery 
claim, and with the National Bank of Nicaragua for its credits against 
the state, all in conformity with the following bases: 

The National Bank of Nicaragua shall be the depository of all Gov- 
ernment revenues, in accordance with its concession. The Nicaraguan 
Government will administer and collect all internal revenues, such as 
of liquors, tobacco, slaughter tax, stamped paper, stamps, powder, lead, 
cartridges, post offices, telegraphs, telephones, and all those in force in 
accordance with the catalog of fiscal accounts, and agrees to enact appro- 
priate laws before January 1, 1918, to improve and better this service. 
The proceeds of these internal revenues shall be deposited with the 
National Bank of Nicaragua each month, and shall be placed to the 
credit of the Government to be disposed of as hereinafter stipulated, it 
being understood that the internal revenues above mentioned shall not 
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be less than $60,000 per month, and that if during a period of three 
consecutive months they amount to less than $180,000 except in cases 
of unforeseen circumstances and force majeure, the collection of such 
revenues will be made by the collector general of customs, unless the 
1909 bondholders and the holders of Treasury bills agree to accept some 
other method for increasing or bettering these revenues. It is under- 
stood that the three months referred to shall begin to be counted from 
that one in which the internal revenues do not produce the $60,000, 
before stipulated. 

There shall first be paid from the customs revenues such amounts as 
may be agreed upon with the Council of Foreign Bondholders for the 1909 
bonds, with the New York bankers for the unpaid balance of Treasury 
Bills, Brown Brothers & Co., for the unpaid balance of the Emery claim, 
and with any other creditor having a lier upon the customs, also the 
bankers’ outlays for account of Nicaragua for cable charges, legal fees, 
etc., etc., duly approved by the Government. When the exchange fund 
is reopened and that fund falls below $100,000, there shall also be taken 
the amounts which may be necessary for the maintenance of said fund in 
conformity with the agreement of October 8, 1913, celebrated between 
the Republic and the Bank. Out of the balance of the total revenues 
from all sources the Government may dispose of $15,000 monthly for 
extraordinary or unforeseen expenses and of $80,000 for ordinary budget 
expenses. ... 

The minister of finance shall before the opening of each regular ses- 
sion of the Congress of Nicaragua prepare a detailed statement of the 
probable receipts of the Republic for the ensuing fiscal year from every 
source, and of the amounts required during that fiscal year for the service 
of any outstanding Government loan and for all other amounts which 
are payable under the laws now in force, or by obligation of the Repub- 
lic, or which in any other manner are obligations to be paid out of her 
receipts. There shall be available for the budget the amounts already 
mentioned. Any revenues in excess of $1,460,000 per annum, plus the 
amounts payable to the Council of Foreign Bondholders, to the New 
York bankers, to Brown Brothers on account of the Emery claim, and 
to any other creditor having a lien upon the customs, as hereinbefore 
stated, and to the National Bank for the replenishment of the exchange 
fund, as aforesaid, shall be disposed of as follows: 25% (twenty-five per 
cent) of such excess for the redemption of certificates to be issued for 
arrears of interest in the 1909 bonds; another 25% (twenty-five per cent) 
for the redemption of outstanding Treasury bills, and when these have 
been retired, for the liquidation of the amount which is due Brown 
Brothers & Co., on the Emery claim; and the remaining 50% (fifty 
per cent) shall be disposed of for the service of the internal bonds, and 
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for such public works as may be found necessary, after this bond service 
has been adequately taken care of, or for unforeseen expenses made neces- 
sary through acts of God or disturbance of the public peace, upon ap- 
proval by the minister of finance. . . 

The collector general will eonenue to collect the customs revenues, 
in accordance with existing contracts. The revenues will be disposed 
of monthly in the following form and order: 


(a) Expenses of administration and collection of customs. 

(b) Amounts payable out of the customs to the 1909 bondholders, 
in accordance with the agreement which may be made with the Council 
of Foreign Bondholders. 

(c) Past and future outlays of the bankers for account of Nica- 
ragua for cable charges, legal fees, etc., etc., duly justified. 

(d) When the exchange fund, closed under Art. 5, Sec. 6, of the 
agreement between the Republic and the National Bank, dated De- 
cember 2, 1914, shall have been reopened, such amounts as may be 
required for the protection of the exchange fund under the existing 
provisions of the agreement between the Republic and the National 
Bank, dated October 8, 1913. 

(e) Amounts payable out of customs to the holders of the Treasury 
bills, in accordance with such contracts as may be made with them. | 

(f) Amounts payable out of customs to Brown Brothers & Co. on i 
account of the Emery claim, in accordance with such agreements as i: 
may be made with them. 

(g) The balance shall be disposed of as part of the budget, in accord- 
ance with the provisions hereinbefore contained. With reference to | 
the other debts, for example interior loans, mixed claims, and all the i‘ 
other credits forming the internal debt, they will be liquidated and } 
paid according to awards of the Commission on Public Credit now in | 
operation. The administration and collection of the customs reve- 
nues will continue in the form already established by the Treasury bills 
agreement of September, 1911, and the agreement with the Council 
of Foreign Bondholders of May 5, 1912, until the payment, redemp- 4 
tion or cancellation of the obligations with the bankers, with the t 
holders of the 1909 bonds, with the owners of the Emery claim and 4 
with the holders of the consolidated internal bonds, which it is pro- 
posed to issue, and also for the better guaranty of the obligations for 
the payment of the credits and the punctual payment of interest. 
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3. PAYMENT OF CANAL FUND 


The Chargé d’ Affaires of Nicaragua to the Secretary of State 1 


Leeation or NicaRAGuA, 
Washington, November 22, 1917. 


Most Exce.ient S1r: I hereby confirm my previous notes of the 
20th and 21st [22?] instant 2 by which in compliance with the provision 
in the Chamorro-Bryan treaty as to the expenditure of the three mil- 
lions, agreement was to be reached by the two high contracting parties, 
as has been duly done, payment of that money having already been 
ordered as follows: 


$500,000 to the Government of Nicaragua for the payment of over- 
due salaries. 

$485,000 to Messrs. Brown & Co., as interested parties in the Emery 
claim and agents of other claimants. 

$111,404.83 paid to the National Bank of Nicaragua, amount of prin- 
cipal and interest due to it. 

$530,000 paid to Brown Bros. & Co. and J. & W. Seligman & Co., 
being half of the principal owed them. 

$211,184.14 paid to the same bankers, being the interest on all 
the principal owed them up to the first of this month. 

$26,512.66 paid to the aforesaid bankers on account of expenses 
incurred and 

$799,720.23, the equivalent of £168,008.4/7 to be paid to the for- 
eign bondholders. All these disbursements are in accordance with the 
contracts signed at New York on October 20 and approved by the 
Congress of Nicaragua on the 14th instant. The total amounts to 
$2,663,821.86 which, deducted from the $3,000,000 leaves a balance 
of $336,178.14 which I beg your excellency to deposit in a bank to 
be disbursed, like that held by the receiver general of customs up to 
November 30, in paying the internal debt as agreed in the contracts. 


As the disbursement of the money stipulated in the Chamorro-Bryan 
treaty which since its conclusion was lawfully held in deposit by the 
Treasury of your Government will thus be brought to an early termina- 
tion, may I be permitted once more to express in behalf of my Govern- 
ment thanks for the valuable part you have taken in winding up this 
matter in which with spontaneous zeal you have proved yourself the 
most zealous guardian of Nicaragua’s interests. 

With assurances, (etc.) 

R. Enriquez. 
1 For. Rel., 1917, p. 1149. 
2 Printed, zbid., p. 1148. 
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The Secretary of State to Minister Jefferson 
[Telegram] 


DEPARTMENT OF STATE, 
Washington, November 30, 1917, 4 p.m. 


Your November 8, 4 p.m. At request of Government of Nicaragua 
through the Legation here, Department has asked Treasury Department 
to deposit $25,000 from remainder of sum of $500,000 of canal funds, 
determined upon by the two Governments, for application to pressing 
governmental indebtedness and back salaries, with American Security 
and Trust Company of Washington, named as depositary in accordance 
with treaty and has requested Treasury to send sum of $130,000 from 
above-named sum to Brown Brothers and Company to be cabled to 
National Bank of Nicaragua for order of Government of Nicaragua, for 
payments above mentioned. All orders to be drawn by minister of 
finance and approved by Lindberg who has been appointed by Secretary 
of State. Brown Brothers and Company are cabling this sum to-day 
to Managua. 


LANSING. 


4. NICARAGUAN REVIEW OF AMERICAN RELATIONS 


Extracts FrRoM THE Messace or Don Dizeco Manurt CHAmorro 
To THE NATIONAL ConcGress or Nicaracua, DEcEMBER 15, 19221 


The relations with the other countries of America and of Europe have 
remained unchanged during the entire year. In respect to the United 
States, with which we are bound by special ties, these relations have 
always been maintained on a footing of perfect equality, absolute inde- 
pendence and cordial friendship. I say this in reply to certain unwhole- 
some propaganda which in an insidious manner has been spread outside 
the country, propaganda which has been brought forward to weaken 
the normal relations existing between the two countries, and to make 


Nicaragua appear in a state of submission and dependence and in danger 
of losing its autonomy. 


1 Mensajo del Seftor Presidente de la Republica Don Diego Manuel Chamorro 
Dirigido al Congreso Nacional, Diciembre de 1922, 15-34, Managua (1923). The 


President had served as minister of foreign relations during a considerable por- “ 


tion of the time since 1910, so his message is in a sense a defense of his own course. 
The two preceding years of his administration had been characterized by the re- 
jection of union and a number of incipient revolts in which his neighbors had been 
involved. In view of his death during the next year (October 12, 19923), this 
paper has an appeal that is both personal and partisan. A contemporary pam- 
phlet, likewise devoted to a defense of the Conservative régime is Estudio Com- 
parativo de los dos Partidos Politicos de Nicaragua, Managua, 1923. 


i 
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A declamatory literature has come into existence that runs through 
all tones in the scale of grief to announce to the world what is called the 
case of Nicaragua. This consists of the supposed injuries inflicted on 
her by the Colossus of the North; her cruel and prolonged martyrdom 
and the imperious necessity of uniting all the forces of discontent in 
order to save this unredeemed people. It matters nothing that this 
people is satisfied, and in the full and tranquil exercise of its civil and 
political rights; that it enjoys all the blessings of peace, based on re- 
spect to persons, on guaranties of property, on the inviolability of life. 
The press is unrestricted, the tribunals are free, suffrage is actively ex- 
ercised, the right of assembly and of moving about is fully open to all. 
It matters little that this people follows with regularity its budget and 
meets punctually and honorably its debt; that the security of its neces- 
sary transactions is definitely established on a gold basis — a system of 
coinage which resisted the assaults of the World War; that it is one of 
the few nations of the globe which during that war has reduced its debt; 
that with a firm hand it has freed the country from privileges, from 
monopolies and from perilous and unequal concessions. All this it has 
done with the favor and the efficient cooperation of that very nation 
from whose valiant and disinterested friendship they wish to emancipate 
us. 

But fortunately those pretended redeemers are not men of the greatest 
responsibility and good faith in the country. Their voluble criticism 
has become proverbial, but it is an historic fact that they took the initia- 
tive in this activity with the treaties of Washington and that since they 
have not ceased to make constant efforts to provoke by all means at 
their disposal that intervention which they now condemn with gran- 
diloquent phrases. Nevertheless, with their deplorable blunders and 
their selfish proceedings, they prepared the economic situation of which 
they bitterly complain and they put in danger the territorial integrity 
of the country which they now pretend to save from imaginary dangers. 

It is not my intention to enter into vexatious discussions, but the 
enormous concessions of land and other privileges which those who then 
directed our policy and are now in opposition, granted to different for- 
eign companies, principally American, are well known. To one of these 
they gave the exclusive right for 25 years of navigation on the Escon- 
dido River and its tributaries. This was in a fertile region where 
banana, plantations abound and was granted for a sum of money which 
was received in exchange for this monopoly, but which never reached 
the general Treasury. To another they also gave for 50 years the exclu- 
sive right of cutting pine trees in the vacant lands of the northeast coast 
of the Republic, in a zone of 8,000 square miles, almost the area of the 
Republic of Salvador, together with other most ample privileges which 
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were equivalent to putting the exploitation of all that zone into the power 
of the aforesaid American company. Another concessionaire, the Atlan- 
tic Fruit Company, of which some Government employees were share- 
holders, received a, concession of lands for the exclusive exploitation of 
bananas, in an extensive region of Laguna de Perlas (40,000 manzanas 
[lots]). The Mining Exploitation Company, also an American enterprise, 
obtained for a relatively insignificant sum the concession granted to 
Dr. Julian Irias, minister of administration of General Zelaya, to whom 
was conceded the exclusive right of denouncing mines in a zone of 457 
square miles, which comprised the rich gold deposits of Prinzapolca. ‘To 
one company represented by the American, Dietrick, was given the con- 
cession for exploiting the mines of Cape Gracias 4 Diés, Matagalpa and 
Nueva Segovia, a third part of the territory of the Republic. Even 
before this another concession had been made to the same Dr. Julian 
Irias, which was transferred to an American company, of mineral zones 
in the department of Chontales, which embraced almost all that exten- 
sive department. General Carlos de Zuburia, Ascensién Flores and 
others were exclusively authorized to exploit the national rubber forests 
in the departments of Chontales and Rivas, in the district of Siquia, 
and in the jurisdiction of San Juan del Norte. This concession was 
transferred to a German citizen. To Don José Dolores Gamez was 
given the exclusive privilege for 20 years of denouncing mines in a vast 
region of the Republic, 7,000 square miles in area, which he immedi- 
ately sold to the American, Dietrick, together with a railroad monopoly 
on the banks of the River Coco, and the privilege of constructing and 
using a wharf at its mouth for 50 years, and to open a canal along the 
same river, with the right of receiving five cents gold for each bunch of 
bananas exported. Other concessions were authorized in the interior of 
the country, among which the principal were as follows: The construc- 
tion of the dock of Corinto, with the right of collecting port duties for 
50 years, all merchandise exported and imported being obliged to pass 
through it, was gratuitously transferred to the Chief of the Nation, Gen- 
eral Zelaya, who sold it for $100,000 to the Central American Commercial 
Company, which also possesses the wharf. The exclusive right for the 
manufacture of ice in all the Republic was conceded to an American 
Company for 50 years. The sale of brandy, alcohol and spirituous 
liquors was leased to a Nicaraguan corporation in which the most promi- 
nent functionaries of the Administration figured and whose principal 
capital was in the hands of Italians, Spanish and English. The original 
contract was for six years, and this was afterward lengthened to 35, 
with large dividends for the shareholders. The Government of Dr. 
Madriz sequestered from this company more than 7,000,000 litres of 
brandy and alcohol, together with all the apparatus, tanks and furnish- 
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ings of the enterprise for which President Diaz acknowledged later 
$276,275, the approximate value of the sequestered property and of the 
advances made by the enterprise to the Government of General Zelaya, 
without taking into account anything for interest or the value of the 
concession. And lastly, among still others, the tax on tobacco was leased 
on the same or like conditions, for which it had to pay $50,000 of crude 
tobacco, sequestered by the same Government of Dr. Madriz. The 
claims of the American companies alone, for the cancellation of their 
contracts, amounted to five and a half million dollars. 

All those immense concessions of land made by geographic degrees, at 
ridiculous prices, for private gain, and with the prodigality of a momen- 
tary possessor who tries to realize at random things of little esteem, con- 
stituted an unqualified offense against the interests, prosperity and future 
of the nation, because the concessions signified the giving up and aliena- 
tion of the patrimony of the people, of our internal taxes, of our public 
forests, with their inexhaustible supply of mahogany, rubber, cocoanut 
and other palms, pines, textile plants, and precious woods; of our rivers; 
of our placers of gold; of immense plains, covered with natural pastures, 
capable of supporting vast herds; of the valuable auriferous region of 
Prinzapolca in which gold is collected with abundance even by ordinary 
process, that region which advertised us as a new California — all, all 
delivered to foreign hands almost without any profit for the country by 
reason of the prodigality of the Government, according to the expression 
of the ex-president, Dr. Madriz. But what gives the affair a graver and 
more important aspect is the fact that the concessions referred to embrace 
in themselves other privileges which put into the hands of those foreign 
companies the administration and, one might say, the dominion and 
supreme control over that enormous region, thus creating a real peril for 
the integrity of the Republic. That is the only certain peril that in later 
years has obscured the national horizon, and in such a way that, if that 
political régime had continued, it would have ended in cutting off from 
Nicaragua the richest portion of its soil. 

That was the peril which the political sentimentalist ought to have 
denounced and tried to stop in that fearful epoch, when the declaimers 
of to-day exercised power without any check, a peril which finally was 
driven off by the action of the Department of State of the United States 
and by the continuous and energetic acts and importunities of the Gov- 
ernment which arose from the revolution of October. 

In order to overthrow all this swarm of concessions and privileges 
which made impossible the reorganization of the country, and foreseeing 
the international difficulties which might arise by the abolition of mo- 
nopolies, concessions and leases, and other illegal contracts bestowed upon 
foreign companies during the two preceding administrations, and in order 
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to give force and efficiency to the decisions which would devolve in this 
respect, and for full guaranty of impartiality to the foreigners interested 
in those concessions and contracts, it was agreed at the beginning of the 
Administration of General Estrada and in accord with the United States 
to create a Mixed Tribunal of Claims, composed of a Nicaraguan citizen 
and two Americans, who should take into consideration the claims which 
the foreigners might present because of the abolition of those concessions 
and privileges. By a subsequent private act of the Government of Nica- 
ragua, a greater measure of power was given to the tribunal to settle all 
kinds of claims against the Government from the beginning of the Ad- 
ministration of General Zelaya and to include in the orbit of its juris- 
diction those proceeding from military loans and requisitions or exac- 
tions of the belligerent factions during the civil war of 1909. 

The first obstacle which the Mixed Claims Commission! met was the 
refusal of almost all countries to accept the competency of the tribunal 
to decide the claims of their subjects. They gave instructions to them 
not to present themselves to the commission, but happily the United 
States compelled its citizens to submit their claims to the Mixed Com- 
mission, and these were of greatest importance, because based on the 
cancellation of illegal concessions and monopolies which principally 
affected the western coast of Nicaragua. The claims of other powers were 
diplomatically settled by the Ministry of Foreign Relations, then in my 
charge. It is just to notice at this point that if the United States had 
been inspired by a sordid interest, it would not have helped us to estab- 
lish the mixed commission, nor obliged its citizens to submit themselves 
to the decisions of that tribunal. Its conduct under those circumstances, 
altruistic and just, with a nation weak like Nicaragua, is worthy of our 
gratitude and general applause. 

The commission, transitory and of purely economic character, was 
dissolved on fulfilling its important trust, in spite of the fancied worries 
of the directors of the pretended autonomist campaign, who seemed to 
see in it a peril to our sovereignty. Nevertheless, it served to recover 
for us a second time the Atlantic Coast, freed from astonishing and 
dangerous concessions granted by those very persons, and to end the 
innumerable concessions, monopolies and privileges which infested Nica- 
ragua. 

After the great work accomplished by the mixed commission the 
country confronted the arduous and apparently insoluble problem of 
consolidation and payment of its public debt. The diplomatic claims 


1 For an analysis of the work of the commission, together with statements con- 
cerning a few of the concessions mentioned above, cf. Otto Schoenrich, “The 
Nicaraguan Mixed Claims Commission” in American Journal of International 
Law, October, 1915, Vol. 9, p. 858-869. 
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followed each other daily, each in a form more peremptory and some with 
the character of an ultimatum. Among them, the one of the greatest 
amount was that of Ethelburga, an astonishing legacy which the accusers 
of to-day left to us, which amounted to the enormous sum of 6,614,000 
pesos gold. It was guaranteed until the complete reimbursement of princi- 
pal and interest should be effected, by a first lien on our customs duties, 
our collections on spirits and tobacco, the receipts of the railroad to the 
Pacific, the one which should be constructed to the Atlantic, the steam- 
ers which plowed the lakes, and on all the guaranties which were subordi- 
nated to the circulating bonds of the English and American loans of 
1886 and 1904. If all this was found to be insufficient, Nicaragua was 
obliged to cover the excess with the funds derived from the general 
receipts of the Republic. The service of the debt was suspended and the 
Ethelburga Company had full right to exact the fulfilment of all those 
guaranties. Besides, the Government had to pay the claims granted by 
the mixed commission, which amounted to millions of pesos, also in gold. 
Likewise it had to pay for the illegal concessions and claims of war and 
for the losses and damages occasioned in war, internal and external, the 
sum of 5,273,000 pesos, without taking into account other internal and 
external debts, which reached some millions. Among them were counted 
the customs bonds payable to the bearer in gold, the bonds of San Juan 
del Norte of 1907, the bonds for the construction of the Bluefields wharf 
for $150,000, and the Emery claim of 550,000 pesos, already acknowledged 
and ordered paid by the Administration of General Zelaya. 

In order to satisfy the pressing and just demands of all these creditors 
both foreign and national, a loan was necessary and of peremptory 
urgency. It was the only means of reorganizing the country upon a 
solid and definite basis and of making it secure, in default of payment, 
from severe disturbances and even from external conflicts which would 
prove inevitable and singularly important. Moreover, it was necessary 
as a first condition of these arrangements, especially in respect to foreign 
claimants, to create a monetary system of fixed value (the emission of 
paper money then amounted to 50 millions of pesos) in order that the 
fluctuations in exchange which in that period were alarming and ruinous, 
should not destroy the work of economic reconstruction which was being 
undertaken, and make completely illusory promises of payment on the 
part of the Government. Immediately arrangements were made with 
North American bankers for a loan of 1,500,000 pesos, and later another 
complementary one for 750,000 on conditions in no way onerous and still 
less one-sided, as the systematic detractors of these arrangements un- 
conscionably charge. On the contrary, it was most favorable, really 
exceptionable, since in the transaction the loan was at par with 6% 
annual interest and in respect to the use of the money all precautions 


852 WORLD PEACE FOUNDATION 


were taken in the contract that it should be used exclusively, as was 
actually done, in effecting the monetary conversion and establishing the 
gold standard, and in founding a bank. In this the Republic would 
have a share and it would be used to back up the conversion, thus putting 
an end forever to the corrupting and corruptible system of paper money 
which prevented the formal establishment of any economic order in the 
Republic. At the same time a contract was made with the same bank- 
ers for another loan of 15 million pesos, of which twelve million pesos 
would be immediately forthcoming, maturing in 37 years from the date 
of issue. This loan was subject to ratification of the Castrillo-Knox 
treaty, already negotiated by the two republics, by the American Senate. 
In virtue of this there would be appointed an American collector general 
of customs, named under the protection and auspices of the United 
States. He was to be invested with special powers for the administra- 
tion of the customs and Nicaragua obligated itself, while this debt should 
remain in force, not to alter import and export duties without previous 
consultation and agreement with the United States. This loan was in- 
effectual because the American Senate refused to approve of the above- 
mentioned pact. 

With the failure of this negotiation foreign claims revived. The Gov- 
ernment of the United States intervened in a friendly way in order to 
modify those pressing demands and finally obligated itself morally with 
the principal powers, such as England, Germany and others, to settle 
the payment of all their claims with the $3,000,000 which Nicaragua was 
to receive for the canal contract. This gave rise to the organization of a 
new commission called Commission of Public Credit composed of the 
Minister of Treasury of Nicaragua and of a representative of the Amer- 
ican Government, as guaranty of impartiality for the foreign claimants 
in the decisions which would be adopted. This commission after cleans- 
ing anew the credits, disregarding interest and making other regulations 
in accord with the facts, reduced considerably the debt of the country, 
on a basis of complete equality, both as regards the larger and the smaller 
nations, and with respect to the national creditors of different political 
affiliations. 

That tribunal had to overcome great and innumerable difficulties in 
coming to an agreement with the claimant nations, and finally succeeded 
in settling all the debts of the nation, paying partly in cash and partly 
in credit bonds, called Guaranteed Customs Bonds, which were to be 
amortized gradually, in semi-anrtual drawings, earning interest of 5% 
a year. Like all others, the claim of the Ethelburga Company entered 
into the final settlement; not with the same privileges as in the initial 
concession, but with its guaranty reduced to a first lien on the customs 
duties and all or part of the income from the railroad which should be 
constructed to the Atlantic. According to the convention with the 
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holders of bonds, the interest was reduced from 6 to 5% annually, pro- 
vided that the customs duties would always be collected by a collector- 
general, approved by the Secretary of State of the United States and 
named by the Republic. This condition was essential to the contract. 
With merely the difference of interest, the costs of collecting were paid 
and there was a balance left in favor of the Public Treasury, as we see 
in practice. All this gave an exceptional importance to the arrange- 
ment, because the remaining securities which the Ethelburga had ex- 
clusively enjoyed would be used to back up all the other obligations of 
the nation. 

In this way was solved the most complicated economic problem ever 
presented in the history of Nicaragua — a problem which jeopardized 
its very political existence. Moreover, it laid down the definitive basis 
on which its financial rehabilitation had to rest, inasmuch as this was 
interrupted by adverse circumstances which also affected even the most 
prosperous nations. Not up to the present has destructive criticism been 
able to present in opposition to this plan another which might replace it 
with equal or greater advantages for the nation. 

By virtue of that regulation and in accordance with the convention of 
August 5, 1914, between the Governments of Nicaragua and the United 
States, the two contracting parties agreed, in conformity with the de- 
cisions of the Commission of Public Credit, on the manner of distrib- 
uting the three million under the aforesaid pact. At the same time 
there was prepared a Financial Plan, which was approved by Congress, 
for the consolidation and arrangement of the national debt, by which 
there was also created an office called the High Commission, which 
would administer the service of the mentioned Guaranteed Customs 
Bonds, in order to pay at each drawing both the principal and interest 
with the funds which the plan itself provided. It was obvious that the 
Government of the United States, having agreed with almost all the 
foreign powers to cancel for them their credits with the aforesaid three 
millions of the canal convention, and having made them agree subse- 
quently to accept in payment Guaranteed Customs Bonds — it was 
obvious, I repeat, that the United States should intervene in the admin- 
istration of those bonds as the only means through which the foreign 
creditors would accept settlement. Thus they would avoid the claims 
of European countries for places on the High Commission, since all 
were represented by the commissioner of the Department of State, while 
the Nicaraguan, who is the minister of treasury, represented Nicaraguan 
bondholders. So then, the High Commission was organized with three 
members, one of whom had to be named by the President of Nicaragua 
and be a Nicaraguan citizen, another by the Secretary of State and had 
to be an American citizen, and the third, who according to the Financial 
Plan, has the character of arbitrator in case of discord between the 
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other two, was also to be designated by the United States. In the plan 
there was designated a fixed budget of expenditures to which the Re- 
public must adhere during the existence of the debt. This would leave 
Nicaragua free to dispose of the residue of income in public works and 
other objects of administration — that is to say, a minimum budget of 
unproductive expenditures was established and a maximum budget of 
productive expenditures. This is a happy combination which at the 
same time leaves to the state the free disposal of excess income and 
guarantees the punctual payment of the budget and the regular service 
of the whole debt. This point relative to the budget is of such vital 
importance that if we propose to look into the real causes of our failures 
and economic disasters we shall find them fundamentally in excessive 
expenditure; and in its reduction to the just limit, the only security for 
our economic restoration. The results up to the present have justified 
this provision. On the other hand, the plan is a simple economic ar- 
rangement which guaranteed the national and foreign creditors and is 
entirely subordinated to the cancellation of the state debt in such a 
way that it can disappear any day by merely paying that debt. Where 
is the offense here to our autonomy? Where is the damage to the sover- 
eignty of the country? 

It is necessary here to make a general observation of great importance, 
and that is that, in conformity with the contract of January 19, 1909, 
with the directors of the Ethelburga Syndicate Limited, the conditions 
designated in it were to be interpreted according to the laws of the United 
States of America, and the differences which might arise between the 
parties were to be submitted unconditionally to arbitration, to which 
the President of the United States, according to the same contract, was 
an essential party. That is to say, before General Zelaya left office, the 
intervention of the American Government was already established in 
our economic affairs, although that power had not solicited it and had 
not been a direct or indirect party to the negotiation. 

The presence of a detachment of marines as guard to the American 
legation just as little affects the autonomy or sovereignty of the country, 
so long as that guard remains with the consent of the Government of 
Nicaragua. It is not an army of occupation, nor of intervention; it has 
nothing to do with our civil and political life. It is true that the party 
of opposition with a surpassing persistence in political delirium has 
exerted itself to have that guard mix in our internal affairs, repeatedly 
asking that the marines be ordered to supervise the elections, but this 
pretension has always been refused by the Department of State and by 
Nicaragua. The commission sent to Washington by the allied parties 
during the last year, composed of the distinguished men Don Salvador 
Calderén Ramirez and Dr. Don Juan Bautista Sacasa, according to the 
official report which the press has recently published, pledged itself with 
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a zeal worthy of a better cause, to intensify those forces of intervention 
in such a way that it would not hesitate to ask for the sending of an 
agent who should come here to study the electoral problem and watch 
the process of elections. In seeking the actual reform of the electoral 
law, although without the intervention of Congress; in presenting proj- 
ects of reform of the electoral law, which ought to come forth with the 
sanction of the Department of State, they even went so far as to place 
in the hands of the Department itself the election of the candidate for 
the presidency of the Republic from a list which was presented. All this 
was roundly rejected by the Government of Washington, “in considera- 
tion of the fact of Nicaragua being an entirely sovereign nation” (note 
of the subsecretary of State, Mr. Davis, to the secretary of the President, 
Mr. Tummulty (sic), February 21, 1921), and the only thing that Nica- 
ragua accepted by way of friendly insinuation and in order to satisfy the 
demands of the opposition, was the coming of an expert to prepare a proj- 
ect for reform of the electoral law, which should be presented to the 
consideration of Congress in the present legislature. The specialist 
actually came and formulated the project which the appropriate ministry 
wil present to you at the next session. It may be well to add that, accord- 
ing to declarations of the aforementioned specialist, Mr. Dodds, the only 
suggestion he received from men of the abandoned coalition was that the 
elections should be guarded by United States marines, and this declara- 
tion some of the principal leaders did not find it inconvenient to make 
through the press. All this was something more than an intervention: 
it signified the loss of our autonomy, as the Department of State pointed 
out in the letter referred to. 

If it is shameful in general that Nicaraguan citizens of the category 
of the signers of the report in question should agree to solicit from an 
outside nation those things against which they themselves are clamoring; 
and if that effort effectively triumphs and the dignity and sovereignty 
of the Republic should be affected, it is still more worthy of censure 
that they should make representations to discredit their country in order 
to obtain the success of their proposition. These representations are 
not based on true facts, as the report of the agent of the United States 
shows. The letter of the Subsecretary of State which I have just cited 
refers to this agent. In this letter the virtual equality of forces of both 
parties is affirmed and in a categorical manner it states that there was 
no intimidation or violence during the period of elections and only the 
deficiency of the electoral law is admitted. 

In respect to the celebration of the Bryan-Chamorro treaty which has 
been an object of criticism both unjust and impassioned, I do not have 
to add to what I have said on another occasion that the aforementioned 
pact does not differ absolutely from preceding canal treaties celebrated 
by Nicaragua during the different political régimes and corresponds faith- 
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fully not only to the historical and diplomatic tradition of the Republic, 
but also to the necessity and convenience, both national and continental, 
of guaranteeing the interoceanic way thruugh Nicaragua, of protecting the 
Panama Canal, and as I said in giving my opinion on the affair to the 
Committee on Foreign Relations of the Nicaraguan Senate, and of con- 
tributing to a fellowship of international defense in behalf of all America. 

In effect all the proceedings of Nicaragua in its treaties, are without 
exception based on this same spirit of unchanging friendship and inti- 
mate approach to the United States. This was true in the Clayton- 
Bulwer treaty between the United States and Great Britain, which was 
signed in 1850, and was followed a few years later by the Dallas-Claren- 
don convention explanatory of the preceding, that once for all guaran- 
teed the independence of Nicaragua and of the other republics of Cen- 
tral America. These led up to the treaty of 1860 between Nicaragua 
and England itself, signed by Ex-President Don Tomas Martinez, by 
which the Mosquito Coast was in principle definitely incorporated in 
the Republic and all the Atlantic Coast restored to it, and to the Ayon- 
Dickinson treaty of 1867,! which conceded to the United States the 
right to protect all ways of communication in Nicaragua, by land or by 
water, which might exist or come into existence, and to employ its mili- 
tary forces for the protection of its citizens and other persons and prop- 
erty that might be upon such ways. And in our time the same principles 
are asserted in the Zavala-Frelingushen [Frelinghuysen], Hay-Corea, San- 
chez-Merry, Chamorro-Weitzel and Chamorro-Bryan treaties. 

In the Zavala-Frelingushen [Frelinghuysen] treaty a strip for the con- 
struction of the canal was ceded to the United States in perpetuity. 
This was to be possessed by both nations and managed by the United 
States. This treaty was negotiated by General Don Joaquin Zavala, 
during the Administration of Dr. Adan Cardenas and was in the form of 
a perpetual alliance between the two countries. In its spirit of mutual 
cooperation it is similar to the Bryan-Chamorro treaty. 

The Hay-Corea treaty, signed in 1900? under the dictatorship of 
General Zelaya, cedes expressly and clearly and perpetually an option 
for constructing a canal exactly in the terms of the Bryan-Chamorro 
treaty and for the same sum of three million gold pesos. But something 
else is added: a zone for the construction of the canal is ceded in the 
form of a perpetual lease. It extends three miles wide on each side, 
measured from the center of the route, and a maritime league at the 
entrance and outlet of the canal, all for an additional sum of 100,000 
pesos annually, which is to be paid as soon as the strip is handed over 
to the American Government. 


1 Treaties, Conventions . . . 1776-1909, p. 1284. The Nicaraguan message 
gives the date as 1868. 


2 Ibid., p. 1290. 
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The Sanchez-Merry treaty signed in 1901! during the same dictator- 
ship of General Zelaya, likewise gives a definite canal concession in equal 
terms and with the same perpetual character as the foregoing agreement 
and for a round sum of six million pesos, this without counting the prom- 
ise of naval bases on one or the other ocean. This concession was made 
to the United States under the continued dictatorship of General Zelaya 
and through the mediation of Dr. Don Rodolfo Espinosa R., one of the 
most representative authorities of the pretended autonomist party. 

It is seen, then, that under all administrations of Nicaragua, Con- 
servatives as well as Liberals have always ceded or have given in per- 
petual lease the necessary territory for the construction of the canal, as 
the only means of realizing the work. Thus it happens that the differ- 
ences of judgment now existing on this point take root in the absolute 
failure to understand those pacts rather than in the Bryan-Chamorro 
treaty itself. These pacts are all made in the same mold, and their 
principal provisions are substantially equal. 

The very principle of territorial integrity, which certain politicians pro- 
claim as an axiom that admits no violation, has had to give way necessarily 
each time that an attempt has been made to negotiate a canal agreement. 
It has yielded before the perspective of a work in which civilization and 
humanity are interested and from which Nicaragua has to expect more 
benefits than any nation whatever, including the nation constructing it, 
just as the principle of nationality formerly asserted itself — that prin- 
ciple so dear to all peoples — and raised itself, irresistibly and with vigor, 
in order to found from the dismembered territories of England, Spain and 
Portugal the 21 republics which are the pride and hope of America. 

The convenience of celebrating the Bryan-Chamorro treaty was the 
more shown because, according to the Monroe doctrine, no European 
country could undertake the construction of the canal nor exercise con- 
trol over any part of the territory of America. Thus the United States 
already had in fact the option which we cede to it by the aforemen- 
tioned pact, through the exclusion of other powers. But what weighed 
especially on the minds of those who directed the public affairs of Nica- 
ragua was the comprehension as to what this drawing near to the United 
States and our alliance with that power meant for the conservation of 
our sovereignty, free from every stratagem and foreign intervention and 
for the better and more rapid development of our constitutional liberty. 
That was for us more than an agreement from which we could deduce 
great practical utilities. It was a rule of security for the country, which 
would allow it to consolidate a national situation by way of an interna- 
tional agreement. 

Finally, from all this it is evident that there is nothing abnormal in 


1 Compilation of Reports of Committee on Foreign Relations, United States Senate, 
1789 to 1901, VII, p. 681 (Cong. Docs., vol. 4054). 
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our relations with the United States. On the contrary, as I said at the 
beginning of this message, they have always been maintained on the 
footing of perfect equality, absolute independence and cordial friend- 
ship, and it pleases me to show that that great nation which rocked the 
cradle of our independence, which was the first to recognize us as a SOv- 
ereign nation, whose international doctrines straightway gave stability 
and force to those legal victories that assure forever our existence as a 
republic, and to whom we twice owe the reconstruction of our territory, 
has maintained itself faithful to its glorious tradition in all the course of 
its relations with Nicaragua. 


5. NICARAGUAN FINANCES ! 


General Budget 
Year Revenues Expenditures 
1910? . A fn : 5 : ; “ a $1,518,285. 20 $3,457,312. 59 
19137 . 5 s A A . : ; 3,555,000. 00 3,000,000. 00 
1919 6 : é . 5 , A A . C$2,539,414.26  C$1,331,547.37 
1920 : . A 4 2 3 é 5 4 3,147,752 .45 1,528,077.71 
1921 “ ; : 5 : ‘| A : 1,671,835 . 33 1,480,121.82 
1922 : : 5 0 ° : . 5 3 1,566,851.55 1,503,225 . 83 
1923 5 A : 5 6 3 : : é 2,097,286. 26 1,580,000. 00 
1924 : 5 A c 5 ; 6 ‘ 2,211,706.05 1,580,000. 00 
1925 : 5 , : : : . ‘ 2,747,186. 31 1,580,000. 00 
1926 3 : 5 A : : ; 5 ; 2,640,405 . 68 1,580,000. 00 
Surplus REVENUES 

Janusryol Oo. ks uae kay) eee Lk ace en C$544,280.81 
July 1, 1919 . A A d A 5 é ‘ ; é ; 606,000.00 
January 1, 1920 . ‘ ‘ : : ; s : : 5 : 707,000.00 
July 1, 1920 . 2 ; 5 : ‘ : ‘ 5 : 3 . 954,736.97 
JANUAry  LLOZT aie en PB As ee one re ae tenn ae 610,000.00 
July 1, 1921 . ‘ . 5 : : ; ‘ 5 x : 180,000. 00 
JANYATY LA LO2S oiso0 0 A> heres: GpIb aw) CU eae ee 11,713.51 
SU eb OS ih oe pee tage Emer kawaii ie nil 

January 1, 1923 . 5 § i ; = ; é h ‘ 4 63,625.72 
July 1, 1923 . . Fi . a A 5 5 5 ; 5 b 251,145.61 
PANUATY. 1, LORa o.) loe ths et Pb Un. Aare eh eans aes meee 266,140.65 
Butyl EDS oy Sted) Dace erode het han gt ee 384,731.54 
January 1, 1925 . z A : 3 ; . i ' ; 246,974. 51 
July 1, 1925 . : fs fs : 0 : : C : : ; 388,963.69 
Jantiary 1; 1926310 ee ee a ee eee 617,009.46 
Fishy ds WORE. aging a ame eal ea 761,346. 27 
January 1, 1927 . ‘ 3 ‘ : - “ 5 c 5 215,844.41 


? Report of the Collector-General of Customs, 1926, p. 5, 6. 
2 Bulletin of Pan American Union, 33, p. 320. 
3 From For. Rel., 1913, p. 1044, 
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APPENDIX IV. .DOCUMENTS RELATING TO THE 
SECOND INTERVENTION 


1. MESSAGE FROM THE PRESIDENT OF THE UNITED 
STATES TO THE CONGRESS, JANUARY 10, 1927! 


To the Congress of the United States: 


While conditions in Nicaragua and the action of this Government 
pertaining thereto have in general been made public, I think the time 
has arrived for me officially to inform the Congress more in detail of the 
events leading up to the present disturbances and conditions which 
seriously threaten American lives and property, endanger the stability 
of all Central America, and put in jeopardy the rights granted by Nica- 
ragua to the United States for the construction of a canal. It is well 
known that in 1912 the United States intervened in Nicaragua with a 
large force and put down a revolution, and that from that time to 1925 
a legation guard of American marines was, with the consent of the Nica- 
raguan Government, kept in Managua to protect American lives and 
property. In 1923 representatives of the five Central American coun- 
tries, namely, Costa Rica, Guatemala, Honduras, Nicaragua and Sal- 
vador, at the invitation of the United States, met in Washington and 
entered into a series of treaties. These treaties dealt with limitation of 
armament, a Central American tribunal for arbitration, and the general 
subject of peace and amity. The treaty last referred to specifically pro- 
vides in Art. II that the Governments of the contracting parties will not 
recognize any other government which may come into power in any 
of the five Republics through a coup d’ état or revolution and disqualifies 
the leaders of such coup d état or revolution from assuming the presidency 
or vice presidency. Art. II is as follows: 

“Desiring to make secure in the Republics of Central America the 
benefits which are derived from the maintenance of free institutions and 
to contribute at the same time toward strengthening their stability, and 
the prestige with which they should be surrounded, they declare that 
every act, disposition or measure which alters the constitutional organ- 
ization in any of them is to be deemed a menace to the peace of said 
Republics, whether it proceed from any public power or from the private 
citizens. 

“Consequently, the Governments of the contracting parties will not 
recognize any other Government which may come into power in any of 
the tive Republics through a coup d'état or a revolution against a recog- 


1 House Doc. 633, 69th Cong., 2d sess. 
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nized Government, so long as the freely elected representatives of the 
people thereof have not constitutionally reorganized the country. And 
even in such a case they obligate themselves not to acknowledge the 
recognition if any of the persons elected as President, Vice-President or 
Chief of State Designate should fall under any of the following heads: 

(1) If he should be the leader or one of the leaders of a coup d’ état 
or revolution, or through blood relationship or marriage, be an ascendant 
or descendant or brother of such leader or leaders. 

(“2) If he should have been a secretary of state or should have held 
some high military command during the accomplishment of the coup 
d état, the revolution, or while the election was being carried on, or if he 
should have held this office, or command, within the six months preced- 
ing the coup d’ état, revolution or election. 

“Furthermore, in no case shall recognition be accorded to a govern- 
ment which arises from election to power of a citizen expressly and 
unquestionably disqualified by the Constitution of his country as eligible 
to election as President, Vice-President or Chief of State Designate.” 

The United States was not a party to this treaty, but it was made in 
Washington under the auspices of the Secretary of State, and this Gov- 
ernment has felt a moral obligation to apply its principles in order to 
encourage the Central American states in their efforts to prevent revo- 
lution and disorder. The treaty, it may be noted in passing, was signed 
on behalf of Nicaragua by Emiliano Chamorro himself, who afterward 
assumed the presidency in violation thereof and thereby contributed to 
the creation of the present difficulty. 

In October, 1924, an election was held in Nicaragua for President, 
Vice-President, and members of the Congress. This resulted in the elec- 
tion of a coalition ticket embracing Conservatives and Liberals. Carlos 
Solérzano, a Conservative Republican, was elected President and Juan B. 
Sacasa, a Liberal, was elected Vice-President. This Government was 
recognized by the other Central American countries and by the United 
States. It had been the intention of the United States to withdraw the 
marines immediately after this election, and notice was given of the in- 
tention to withdraw them in January, 1925. At the request of the Presi- 
dent of Nicaragua this time was extended to September 1, 1925. Pur- 
suant to this determination and notice, the marines were withdrawn in 
August, 1925, and it appeared at that time as though tranquility in 
Nicaragua was assured. Within two months, however, further disturb- 
ances broke out between the supporters of General Chamorro and the 
supporters of the President, culminating in the seizure of the Loma, a 
fortress dominating the city of Managua. Once in possession of the 
Loma, General Chamorro dictated an agreement which President Solér- 
zano signed the next day. According to the terms of this agreement the 
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President agreed to substitute supporters of General Chamorro for cer- 
tain members of his cabinet, to pay General Chamorro $10,000 for the 
expenses of the uprising, and to grant amnesty to all those who partici- 
pated in it. Vice-President Sacasa thereupon left the country. In the 
meantime General Chamorro, who, while he had not actually taker over 
the office of President, was able to dictate his will to the actual Execu- 
tive, brought about the expulsion from the Congress of 18 members, on 
the ground that their election had been fraudulent, and caused to be 
put in their places candidates who had been defeated at the election of 
1924. Having thus gained the control of Congress, he caused himself 
to be appointed by the Congress as Designate on January 16, 1926. On 
January 16, 1926, Solérzano resigned as President and immediately 
General Chamorro took office. The four Central American countries 
and the United States refused to recognize him as President. On Jan- 
uary 22 the Secretary of State addressed to the Nicaraguan representa- 
tive in Washington the following letter: 


“Dear Doctor CastRILLo: 

“In your communication of the 19th instant addressed to the Secre- 
tary of State you advise that President Solérzano having resigned his 
office General Emiliano Chamorro took charge of the executive power 
on January 17. 

“The hope expressed in your letter that the relations which have 
been close and cordial for so many years between Nicaragua and the 
United States-will continue and grow stronger has been noted with pleas- 
ure. The Government and the people of the United States have feelings 
of sincerest friendship for Nicaragua and the people of Nicaragua and 
the Government of the United States will of course continue to main- 
tain the most friendly relations with the people of Nicaragua. ‘This 
Government has felt privileged to be able to be of assistance in the past 
at their request not only to Nicaragua but to all countries of Central 
America more especially during the Conference on Central American 
Affairs which resulted in the signing of a general treaty of peace and 
amity on February 7, 1923, between the five Republics of Central Amer- 
ica. The object of the Central American countries with which the 
United States was heartily in accord, was to promote constitutional 
government and orderly procedure in Central America and those Gov- 
ernments agreed upon a joint course of action with regard to the non- 
recognition of governments coming into office through coup d’état or 
revolution. The United States has adopted the principles of that treaty 
as its policy in the future recognition of Central American Governments 
as it feels that by so doing it can best show its friendly disposition towards 
and its desire to be helpful to the Republics of Central America. 
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“Tt is therefore with regret that I have to inform you that the Gov- 
ernment of the United States has not recognized and will not recognize 
as the Government of Nicaragua the régime now headed by General 
Chamorro, as the latter was duly advised on several occasions by the 
American minister after General Chamorro had taken charge of the 
citadel at Managua on October 25 last. This action is, I am happy to 
learn, in accord with that taken by all the Governments that signed 
with Nicaragua the treaty of 1923.” 


Notwithstanding the refusal of this Government and of the other 
Central American Governments to recognize him, General Chamorro 
continued to exercise the functions of President until October 30, 1926. 
In the meantime, a revolution broke out in May on the east coast in the 
neighborhood of Bluefields and was speedily suppressed by the troops 
of General Chamorro. However, it again broke out with considerable 
more violence. The second attempt was attended with some success 
and practically all of the east coast of Nicaragua fell into the hands of 
the revolutionists. Throughout these events Sacasa was at no time in 
the country, having remained in Mexico and Guatemala during this 
period. 

Repeated requests were made of the United States for protection, 
especially on the east coast, and, on August 24, 1926, the Secretary of 
State addressed to the Secretary of the Navy the following communi- 
cation: 


“IT have the honor to suggest that war vessels of the Special Service 
Squadron proceed as soon as possible to the Nicaraguan ports of Corinto 
and Bluefields for the protection of American and foreign lives and 
property in case that threatened emergencies materialize. The Ameri- 
can chargé d’affaires at Managua has informed the Department that he 
considers the presence of war vessels at these ports desirable, and the 
American consul at Bluefields has reported that a warship is urgently 
needed to protect life and property at that port. An attack on The 
Bluff and Bluefields is expected momentarily.” 


Accordingly, the Navy Department ordered Admiral Latimer, in com- 
mand of the special service squadron, to proceed to Bluefields. Upon 
arriving there he found it necessary for the adequate protection of 
American lives and property to declare Bluefields a neutral zone. This 
was done with the consent of both factions, afterward, on October 26, 
1926, reduced to a written agreement, which is still in force. In October, 
1926, the good offices of the United States were sought by both parties 
for the purpose of effecting a settlement of the conflict. Admiral Lati- 
mer, commanding the special service squadron, brought about an armi- 
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stice to permit of a conference being held between the delegates of the 
two factions. The armistice was originally for 15 days and was later 
extended for 15 days more. At the request of both parties, marines were 
landed at Corinto to establish a neutral zone in which the conference 
could be held. Dr. Sacasa was invited to attend this conference but 
refrained from doing so and remained in Guatemala City. The United 
States Government did not participate in the conference except to pro- 
vide a neutral chairman; it simply offered its good offices to make the 
conference possible and arranged a neutral zone at Corinto at the request 
of both parties during the time the conference was held. I understand 
that at this conference General Chamorro offered to resign and permit 
the Congress to elect a new Designate to assume the presidency. .The 
conference led to no result, since just at the time when it seemed as 
though some compromise agreement would be reached the representa- 
tives of Dr. Sacasa suddenly broke off negotiations. 

According to our reports, the Sacasa delegates on this occasion stated 
freely that to accept any government other than one presided over by 
Dr. Sacasa himself would be a breach of faith with their Mexican allies. 
Hostilities were resumed on October 30, 1926. On the same date Gen- 
eral Chamorro formally turned over the executive power to Sebastian 
Uriza, who had been appointed Designate by the Congress controlled 
by General Chamorro. The United States Government refused to rec- 
ognize Seftor Uriza, on the ground that his assumption of the presidency 
had no constitutional basis. Uriza thereupon convoked Congress in 
extraordinary session, and the entire 18 members who had been expelled 
during the Chamorro régime were notified to resume their seats.! The 
Congress which met in extraordinary session on November 10, had, 
therefore, substantially the same membership as when first convened 
following the election of 1924. This Congress, whose acts may be con- 
sidered as constitutional, designated Sefior Adolfo Diaz as first Desig- 
nate. At this session of Congress 53 members were present out of a 
total membership of 67, of whom 44 voted for Diaz and 2 for Solérzano. 
The balance abstained from voting. On November 11 Seftor Uriza 
turned over the executive power to Diaz, who was inaugurated on the 
14th. 

The Nicaraguan Constitution provides in Art. 106 that in the absence 
of the President and Vice-President the Congress shall designate one of 
its members to complete the unexpired term of President. As President 
Solérzano had resigned and was then residing in California, and as the 
Vice-President, Dr. Sacasa, was in Guatemala, having been out of the 

1“ Three returned and six others were represented by duly qualified alternates 


who had been legally elected in 1924” (Henry L. Stimson, American Policy in 
Nicaragua), p. 25-26. 
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country since November, 1925, the action of Congress in designating 
Sefior Diaz was perfectly legal and in accordance with the Constitution.! 
Therefore the United States Government on November 17 extended 
recognition to Sefior Diaz. 

Following his assumption of office, President Diaz, in the following 
note, dated November 15, 1926, requested the assistance of the United 
States Government to protect American and foreign lives and property: 


“Upon assuming the presidency I found the Republic in a very diffi- 
cult situation because of the attitude, assumed without motive by the 
Government of Mexico in open hostility to Nicaragua. It must be clear 
to you that, given the forces which that Government disposes of, its 
elements of attack are irresistible for this feeble and small nation. This 
condition places in imminent risk the sovereignty and independence of 
Nicaragua, and consequently, the continental equilibrium on which the 
Pan Americanism is founded which the United States has fostered with 
such lofty spirit. 

“Naturally the emergency resulting from these conditions places in 
peril the interests of American citizens and other foreigners residing in 
our territory and renders it impossible for a Government so rudely 
attacked, to protect them as is its duty and as it desires. 

“For these reasons and appreciating the friendly disposition of the 
United States toward weak Republics and the intentions which your 
Government has always manifested for the protection of the sovereignty 
and independence of all the countries of America by morally supporting 
legitimate Governments in order to enable them to afford a tranquil 
field of labor for foreigners which is needed for the stimulation of the 
growth of the prosperity of these countries, I address myself to you in 
order that, with the same good will with which you have aided in Nica- 
raguan reconciliation, you may solicit for my Government and in my 
name the support of the Department of State in order to reach a solu- 
tion in the present crisis and avoid further hostilities and invasions on 
the part of the Government of Mexico. 

“T desire to manifest to you at the same time that whatever may be 
the means chosen by the Department of State, they will meet with the 
approval of my absolute confidence in the high spirit of justice of the 
Government of the United States.” 


Immediately following the inauguration of President Diaz and fre- 
quently since that date he has appealed to the United States for support, 
has informed this Government of the aid which Mexico is giving to the 

1 The Liberals and members of the United States Senate have contended that 


the functions of the Chief of State Designate should automatically devolve upon 
the elected Vice-President on his return to the country. — Editor. 
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revolutionists, and has stated that he is unable solely because of the aid 
given by Mexico to the revolutionists to protect the lives and property 
of American citizens and other foreigners. When negotiations leading 
up to the Corinto conference began, I immediately placed an embargo 
on the shipment of arms and ammunition to Nicaragua. The Depart- 
ment of State notified the other Central American states, to wit Costa 
Rica, Honduras, Salvador, and Guatemala, and they assured the De- 
partment that they would cooperate in this measure. So far as known, 
they have done so. The State Department also notified the Mexican 
Government of this embargo and informally suggested to that Govern- 
ment like action. The Mexican Government did not adopt the sugges- 
tion to put on an embargo, but informed the American ambassador at 
Mexico City that in the absence of manufacturing plants in Mexico for 
the making of arms and ammunition the matter had little practical 
importance. 

As a matter of fact, I have the most conclusive evidence that arms and 
munitions in large quantities have been on several occasions since Au- 
gust, 1926, shipped to the revolutionists in Nicaragua. Boats carrying 
these munitions have been fitted out in Mexican ports, and some of the 
munitions bear evidence of having belonged to the Mexican Government. 
It also appears that the ships were fitted out with the full knowledge of 
and, in some cases, with the encouragement of Mexican officials and were 
in one instance, at least, commanded by a Mexican naval reserve officer. 
At the end of November, after spending some time in Mexico City, Dr. 
Sacasa went back to Nicaragua, landing at Puerto Cabezas, near Brag- 
mans Bluff. He immediately placed himself at the head of the insurrec- 
tion and declared himself President of Nicaragua. He has never been 
recognized by any of the Central American Republics nor by any other 
Government, with the exception of Mexico, which recognized him im- 
mediately. As arms and munitions in large quantities were reaching 
the revolutionists, I deemed it unfair to prevent the recognized Govern- 
ment from purchasing arms abroad, and, accordingly, the Secretary of 
State has notified the Diaz Government that licenses would be issued 
for the export of arms and munitions purchased in this country. It 
would be thoroughly inconsistent for this country not to support the 
Government recognized by it while the revolutionists were receiving 
arms and munitions from abroad. 

During the last two months the Government of the United States has 
received repeated requests from various American citizens, both directly 
and through our consuls and legation, for the protection of their lives 
and property. The Government of the United States has also received 
requests from the British chargé at Managua and from the Italian am- 
bassador at Washington for the protection of their respective nationals, 
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Pursuant to such requests, Admiral Latimer, in charge of the special 
service squadron, has not only maintained the neutral zone at Bluefields 
under the agreement of both parties, but has landed forces at Puerto 
Cabezas and Rio Grande, and established neutral zones at these points 
where considerable numbers of Americans live and are engaged in carry- 
ing on various industries. He has also been authorized to establish such 
other neutral zones as are necessary for the purposes above mentioned. 

For many years numerous Americans have been living in Nicaragua 
developing its industries and carrying on business. At the present time 
there are large investments in lumbering, mining, coffee growing, banana 
culture, shipping, and also in general mercantile and other collateral 
business. All these people and these industries have been encouraged 
by the Nicaraguan Government. That Government has at all times 
owed them protection, but the United States has occasionally been 
obliged to send naval forces for their proper protection. In the present 
crisis such forces are requested by the Nicaraguan Government, which 
protests to the United States its inability to protect these interests and 
states that any measures which the United States deems appropriate for 
their protection will be satisfactory to the Nicaraguan Government. 

In addition to these industries now in existence, the Government of 
Nicaragua, by a treaty entered into on August 5, 1914, granted in per- 
petuity to the United States the exclusive proprietary rights necessary and 
convenient for the construction, operation, and maintenance of an oceanic 
canal. Arts. I and II of said treaty are as follows [see p. 838 supra]: 

The consideration paid by the United States to Nicaragua was the 
sum of $3,000,000. At the time of the payment of this money a financial 
plan was drawn up between the Nicaraguan Government and its credit- 
ors which provided for the consolidation of Nicaragua’s obligations, At 
that time the bondholders holding the Nicaraguan external debt con- 
sented to a reduction in interest from 6 to 5 per cent, providing the 
service of this loan was handled through the American collector of cus- 
toms, and at the same time a series of internal guaranteed customs bonds 
amounting to $3,744,000 was issued by the Nicaraguan Government to 
pay off the claims which had arisen against it because of revolutionary 
disturbances from 1909 to 1912. The other outstanding external bonds, 
amounting on February 1, 1926, to about £772,000, are held in Great 
Britain. Of the guaranteed customs bonds, $2,867,000 were on Feb- 
ruary 1, 1926, still in circulation, and of these about $1,000,000 were 
held by Nicaraguans, $1,000,000 by American citizens, and the balance 
by nationals of other countries. The bonds held in the United States 
are held by the public in general circulation and, so far as the Depart- 
ment knows, no American bankers are directly interested in the Nica- 
raguan indebtedness. This financial plan was adopted by an act of the 
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Congress of Nicaragua on August 31, 1917.1. The National Bank of Nica- 
ragua was made the depository of all Government revenues. The internal 
revenues were, as heretofore, to be collected by the Government. Col- 
lection of the internal revenue, however, was to be taken over by the 
collector-general of customs, an American citizen appointed by the Nica- 
raguan Government and approved by the Secretary of State of the United 
States, if the product should average less than $60,000 a month for three 
consecutive months. ‘This has never yet been necessary. ‘The proceeds 
of the customs revenues were to be applied, first, to the payment of such 
sums as might be agreed upon in the contemplated contracts for the 
service of tne foreign loan, the internal loan, and claims against the 
Nicaraguan Government. From the balance of the revenue $80,000 a 
month was to be used for the ordinary budget expenses and an additional 
$15,000 for extraordinary expenses. , 

Under this financial plan the finances of Nicaragua have been re- 
habilitated in a very satisfactory manner. Of the $3,744,000 of internal 
customs bonds issued in 1917 about $900,000 have been paid. Of the 
external debt, bonds issued in 1909 amounting to £1,250,000, there now 
remain only about £770,000. The total public debt of Nicaragua has 
been reduced from about $22,000,000 in 1917 to $6,625,203 at the be- 
ginning of 1926. Furthermore, the country in time of peace has ample 
revenue for its ordinary budget expenses and a surplus which has been 
used in extensive public improvements. The Nicaraguan National Bank 
and the National Railroad, controlling interests in which were formerly 
owned by American bankers, were repurchased by the Nicaraguan Gov- 
ernment in 1920 and 1924, and are now wholly owned by that Govern- 
ment. 

There is no question that if the revolution continues American in- 
vestments and business interests in Nicaragua will be very seriously 
affected, if not destroyed. The currency, which is now at par, will be 
inflated. American as well as foreign bondholders will undoubtedly 
look to the United States for the protection of their interests. 

It is true that the United States did not establish the financial plan 
by any treaty, but it nevertheless did aid through diplomatic channels 
and advise in the negotiation and establishment of this plan for the 
financial rehabilitation of Nicaragua. 

Manifestly the relation of this Government to the Nicaraguan situa- 
tion, and its policy in the existing emergency are determined by the 
facts which I have described. The proprietary rights of the United 
States in the Nicaraguan canal route, with the necessary implications 


1 Collector-General Ham in his 1917 report gives the date as November 14, 
and the document cited by Nicaraguan authorities as the Financial Plan does not 
correspond with the act of August 31. — Editor. 
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growing out of it affecting the Panama Canal, together with the obliga- 
tions flowing from the investments of all classes of our citizens in Nica- 
ragua, place us in a position of peculiar responsibility. Iam sure it is not 
the desire of the United States to intervene in the internal affairs of 
Nicaragua or of any other Central American Republic. Nevertheless it 
must be said that we have a very definite and special interest in the 
maintenance of order and good government in Nicaragua at the present 
time, and that the stability, prosperity, and independence of all Central 
American countries can never be a matter of indifference to us. The 
United States can not, therefore, fail to view with deep concern any 
serious threat to stability and constitutional government in Nicaragua 
tending toward anarchy and jeopardizing American interests, especially 
if such state of affairs is contributed to or brought about by outside influ- 
ences or by any foreign power. It has always been and remains the policy 
of the United States in such circumstances to take the steps that may be 
necessary for the preservation and protection of the lives, the property, 
and the interests of its citizens and of this Government itself. In this’ 
respect I propose to follow the path of my predecessors. 

Consequently, I have deemed it my duty to use the powers committed 
to me to insure the adequate protection of all American interests in 
Nicaragua, whether they be endangered by internal strife or by outside 
interference in the affairs of that Republic. 

Catvin Coo.LinGE. 

Tue Waite Hovsse, 

January 10, 1927. 


2. DISPATCH OF BRITISH CRUISER FOR PROTECTION ! 


Tue British AMBASSADOR TO THE SECRETARY OF STATE, 
Frpruary 19, 1927 


His Britannic Majesty’s Ambassador presents his compliments to the 
Secretary of State, and has the honor to state that he has been instructed 
by His Majesty’s Principal Secretary of State for Foreign Affairs to 
draw the attention of the United States Government to the menace to 
British lives and property arising from the present disturbances in Nica- 
ragua. In particular, His Majesty’s Government have been advised by 
His Majesty’s chargé d’affaires at Managua that the hostilities between 
the rebels and Government troops have now resulted in a situation 
which threatens the safety of British lives and property in Corinto, 
Leén, Managua, Granada and Matagalpa. 

In view, therefore, of the grave risks to which British residents in 
Nicaragua are now exposed, His Majesty’s Ambassador has been in- 


1 Department of State releases S, D. 197 and 200, February 24 and 26, 1927. 
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structed to remind the United States Government that His Majesty’s 
Government look to them to extend to British subjects, and especially 
to those in the places above mentioned, the same measure of protection 
as they afford to United States citizens in the districts now threatened 
by revolutionary disturbances. 


Tur SECRETARY oF STATE TO THE British AMBASSADOR, 
Fresruary 24, 1927 


The Secretary of State presents his compliments to His Excellency, 
the British Ambassador, and in reply to the latter’s note No. 130, of 
February 19, 1927, concerning the protection of British lives and prop- 
erty in Nicaragua, has the honor to inform the British Ambassador that 
the American armed forces which have been landed in Nicaragua for 
the protection of American and foreign lives and property will be pleased 
to extend to British subjects such protection as may be possible and 
proper under the circumstances. 


Tue British AMBASSADOR TO THE SECRETARY OF STATE, 
Frepruary 23, 1927 


I have the honor to inform you, on instructions from His Majesty’s 
Principal Secretary of State for Foreign Affairs, that His Majesty’s 
Government have reluctantly decided to send a man-of-war to the west 
coast of Nicaragua and the H.M.S. Colombo is being dispatched to Co- 
rinto. She should arrive at Colon on February 24 and at Corinto on 
February 26. 

His Majesty’s Government feel that the presence of a war vessel may 
have a moral effect and would be a base of refuge for British subjects. 

It is of course not intended to land forces and the commanding officer 
will be instructed accordingly. 

In informing you of the above, I am instructed to express once more 
to the United States Government the thanks of His Majesty’s Govern- 
ment for their assistance, and to add that His Majesty’s Government 
will continue to rely on it. 

I have the honor to be, ete., 


3. DIAZ PROPOSAL OF ALLIANCE? 


Manaeva, Nicaragua, February 24. 


A treaty of alliance between Nicaragua and the United States has for 
some time past been deemed by the Nicaraguan Government essential 


1 Communicated to press by Nicaraguan legation at Washington, New York 
Times, February 26, 1927, p. 2. 
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to the best interests of the country. The early negotiation of such a 
treaty was proposed to the Department of State through the American 
legation in Managua on February 20. The treaty we desire would secure 
for us from the United States two fundamental guaranties, one of in- 
calculable benefit for Nicaragua and the other of great advantage for the 
American nation. 

The first guaranty would assure to us our sovereignty and independ- 
ence, and the uninterrupted maintenance of a government adequate for 
the protection of life, property and individual liberty. The second 
guaranty would assure to the American people their rights under the 
Bryan-Chamorro treaty to build an interoceanic canal through Nica- 
ragua and to a naval base in this country. 

In return for these guaranties, which would sound the death knell of 
coups d’état and revolutions in Nicaragua and open to its people new 
vistas of peace and prosperity, my Government would concede to the 
United States the right to intervene in Nicaragua, whenever it might 
be necessary, in order to make effective the guaranties mentioned above. 

As matters now stand, we have to-day, as we have had frequently in 
the past along with several of our Central American neighbors, the in- 
tervention of American armed forces in our territory directed exclu- 
sively for the protection of American and foreign lives and property. 
Such interventions are in their essence de facto, and in their scope uncer- 
tain and most inadequate for the achievement of ends associated with 
our interests. 

We have taken due account of these facts of our history, and we see 
ourselves obliged by the unhappy conditions — not theories — of our 
political existence to contemplate periodically within our territory these 
fortuitous de facto American interventions, which only safeguard imper- 
fectly American and foreign lives during our spasmodic civil disturb- 
ances and which leave our fundamental ills unremedied. 

We have, therefore, reached the conclusion that we want to derive 
for ourselves some definite and permanent advantage from American 
intervention, which we have thus far found inevitable, and at the same 
time transfer it from its somewhat vague de facto basis to a well-defined 
de jure status with clearly stated responsibilities and apparent benefits 
for the intervener and the intervened... . 

Being convinced, therefore, of our need of constructive help from the 
United States Government, we should like to have it, in giving the 
guaranties sought, also declare the purpose of lending efficacious co- 
operation toward the advancement of Nicaraguan interests in such ways 
as might seem indicated by the exigencies of our situation. 

We have in mind most particularly cooperation along three lines to 
enable us (1) to effect the financial and economic rehabilitation of our 
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country with the aid of an American financial adviser and a receiver 
general of our revenues; (2) to preserve throughout the country peace 
and guarantee the security of individual rights and liberties under our 
Constitution and laws, as well as the observance of the provisions of 
the treaty; (3) to improve the public health and general welfare of Nica- 
ragua with the assistance of specially selected American experts. We 
should like to include adequate stipulations, either in the treaty proper 
or in a special convention with the United States annexed thereto, to 
make possible effective American cooperation toward the end just men- 
tioned. 

For the first problem, that is, our financial and economic recovery, we 
require absolutely the cooperation of the American Government in order 
to put into effect a financial plan with adequate guaranties, which would 
enable us to obtain a much-needed constructive loan at a reasonable rate 
of interest as well as to put our finances in order. 

We believe that our situation calls for and warrants a financial opera- 
tion involving some $20,000,000 — first, some $7,000,000 for the re- 
funding of our debt; second, some $3,000,000 or $4,000,000 for the set- 
tlement of claims arising out of recent disturbances, in which the losses 
of private property of Nicaraguans and foreigners have been enormous; 
third, a loan to bring our total indebtedness to not more than $20,000,000 
for the construction of a railway to the Atlantic. ... 

In return for the advantages accruing to Nicaragua from such a loan 
we are prepared to accept any measures of control by an American 
financial adviser and receiver general which the American Government 
might consider proper. We should thereby have the certainty that 
our country would not be exploited in a predatory manner by foreign 
capital. 

The second problem for my country, for the solution of which we 
solicit American Government cooperation, is that of the establishment 
of conditions of peace and law and order, together with the assurance 
of the permanence of adequate constitutional Government affording 
guaranties for all. 

We need a well-organized, trained and equipped constabulary, which 
would be strictly nonpolitical and the only armed force in Nicaragua. 
Our present armies would be disbanded and all arms turned over to the 
constabulary. . . . In order to bring into existence the constabulary 
force required by our situation, we need the aid of an American military 
mission to direct and train this corps during a period of some ten years 
or more, while a capable body of Nicaraguan officers was being formed 
to perpetuate the organization as created. We should like to make the 
extension of American assistance in this way the subject of special treaty 
provisions and legislation. . . . 
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The third provision in the treaty, or in the form of a convention an- 
nexed thereto, should allow for the cooperation of American technical 
experts for sanitation and engineering work of public interest under 
conditions which would insure the successful accomplishment of the ends 
sought. ... 

Avotro Diaz, 
President of Nicaragua. 


4. REPLY OF THE DIAZ GOVERNMENT TO THE OFFER OF 
MEDIATION BY GUATEMALA ! 


Ministry of Forcign Relations— Republic of Nicaragua — Diplo- 
matic Section— No. 44— National Palace — Managua, January 25, 
1927. ; 

Most Exceiient Minister: I have had the honor to receive the two 
notes, in which your Excellency under the date of the 20th and 23rd of 
this present month was pleased to transcribe to me two separate dis- 
patches by direction of the most excellent Don José Matos, minister of 
foreign relations of Guatemala. In one Sefior Matos offers the good 
offices of his illustrious Government, for the purpose of bringing about 
in the city of Guatemala a conference between representatives of the 
two parties who carry on the present contest in Nicaragua. In the 
other Minister Matos repeats the acceptance of his previous suggestion 
by Dr. Rodolfo Espinosa, authorized spokesman of the Nicaraguan revo- 
lutionists, and repeats his generous offer of good offices, in order to 
bring the two contestants to an acceptable agreement. 

Previously, at the beginning of the Government of Don Adolfo Diaz, 
the Government of Guatemala, making use of the same appreciable 
agency, expressed the regret that your neighboring sister republic felt 
in view of the war which afflicted us, and also made a courteous offer 
of mediation. In response my Government then proposed the sending 
of a legation hither in order that it might be stationed near our Govern- 
ment as representative of the constitutional administration of Nica- 
ragua. It would then be able to inform itself immediately and confi- 
dentially of our true situation and discuss the manner of making effective 
the well-intentioned offer of the most excellent Sefior Matos. 

Circumstances which we need not now discuss made impossible the 
sending of this legation. To my Government it seemed more effective 
to express verbally through a resident minister those delicate considera- 
tions which he would have to define beforehand in order to bring about the 


1¥From El Comercio (Guatemala), January 26, 1927. The communication rep- 
resents the extremely courteous and formal tone of much of Latin American 
diplomatic correspondence. 
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opportune mediation of your excellency’s illustrious Government. But 
not having been able’ to realize such a project and moved by the new 
urgings of the most excellent Minister Matos, it falls to me to express 
frankly but with the greatest cordiality, the points that my Government 
needs to establish as essential for the acceptance of the good offices of 
the Government of Guatemala or of any other friendly government. 
The most excellent Don Adolfo Diaz, actual President of Nicaragua, 
has come to the exercise of his elevated task by action of the sovereign 
Congress, to which body under our constitutional system belongs the 
decision upon the legitimacy of his election. Moreover, President Diaz 
has his authority sanctioned in international procedure by the recog- 
nition of the Government of the United States, which has been the 
patron of the treaties of 1923, and also by the recognition of the great 
majority of the nations with which we cultivate external relations in a 
legal and commercial way. By virtue of this, Sefior Diaz represents 
legitimate authority as opposed to a revolution which tries to subvert 
the system by opposing the action of the National Congress. My Gov- 
ernment being established in such a manner it could not without disre- 
garding its own dignity be represented in a foreign country, even one of 
its sisters of Central America, on a par with the revolutionary elements 
which combat it. However much we may feel the desire for peace and 
however highly we may esteem the cooperation which is offered us, it is 
beyond the faculties of the Executive to permit action by the National 
Congress to be brought under judicial examination, and nothing else is 
implied in proposing a discussion outside the territory of the Republic 
with those who deny and combat the constitutionality of my Government. 
My Government also thinks that the settlement of a purely internal 
question of Nicaragua, the ending of a civil war, ought to be accom- 
plished within Nicaraguan territory. The parleys between two parties 
which turn upon political interests that do not reach beyond our inner 
circles, will be more cordial, more fraternal, the more they are kept shut 
up in the very household of those who discuss them. My Government 
is disposed to accept every friendly insinuation which comes from the 
outside and appreciates the good offices of any friendly Government 
whatever that desires to interpose its mediation with the laudable pro- 
posal of helping us reestablish peace: but all this should be realized in 
Nicaragua. 
If the Government of Guatemala will consider these essential points, : 
my Government will be pleased to accept the offer of good offices. The | 
present yearning of every good Nicaraguan is for the return of peace. 
The most excellent President Diaz in several public documents has shown 
that he understands the necessity of exercising a very ample policy in 
order to bring back to the people of Nicaragua that tranquility which 
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has been disturbed during the past year by one of our greatest political 
plagues. 

My Government awaits with anxiety the opportunity to realize these 
proposals of President Diaz upon the foregoing conditions, which his 
dignity dictates to him. He is disposed to accept the good offices of the 
Goverament of Guatemala as the propitious means to present to the 
revolutionists the most generous concessions, provided that they give 
to any agreement bases that will prove satisfactory to both parties and 
permit the development of an administration capable of dispensing 
justice, in which the two parties that divide public opinion may share 
equitably, and which will make it possible for each citizen in his civil 
capacity to assume his part in determining the control of the government. 

It remains for me to express to you that these considerations do not 
diminish in the least the appreciation which my Government feels for 
the correct intentions of the most excellent Sefior Matos and also for 
the fervid Central Americanism which has led him to fix his attention 
upon the evils of Nicaragua, in order to offer his good offices in obtaining 
a quick, opportune and efficacious remedy. 

With the most distinguished consideration I sign myself the most 
attentive humble servant of your Excellency, 

Cartos Cuapra Pasos. 


The Most Excellent Don José Esteban Sanchez, 
Envoy Extraordinary and Minister Plenipotentiary 
of Guatemala in Nicaragua — His Office. 


5. STATEMENTS OF DIAZ AND SACASA 


a. Errorts AT COMPROMISE 
t. Sacasa’s Recapitulation + 


During the Corinto conferences the Liberal delegates proposed to 
submit the Nicaraguan conflict to arbitration by the Governments of 
the United States and Central America, which was rejected by the Con- 
servatives. Then the Liberals offered my resignation from the presi- 
dency, provided that a senator unaffiliated with either party assumed 
the presidency in a constitutional and legal way, receiving the support 
of both parties. This the Conservatives again rejected, notifying the 
Liberals that the only acceptable peace was on the basis of Diaz in the 
presidency. 

After the failure of the Corinto Peace Conference and before Cha- 
morro (formerly President) had resigned, I insisted, before Secretary of 


1From statement in New York Times, February 1, 1927. 
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State Kellogg through the American legation at Guatemala, on the sub- 
mission of the controversy to arbitration by the Washington and Central 
American Governments, stating that this would definitely solve the 
problem without dishonor or loss of prestige by either party, instead of 
an apparent peace as the outcome of the establishment by force of a 
Government which was merely the continuance of the Chamorro de facto 
régime, or created by Congress, which itself was also de facto. 

I added also that this solution, based on strict neutrality and justice, 
would enhance the prestige of American policy in these countries, which 
always was my aim. 

Before Diaz’s recognition by the United States I cabled the Govern- 
ments which were signatories of the Washington treaty, soliciting media- 
tion for the sake of peace, thus saving the principles of the Washington 
treaty, and also cabled Secretary Kellogg asking for his cooperation and 
valuable influence so that justice might be done and Pan American 
dignity upheld. 

After organizing my Government here, Costa Rica offered to mediate 
on a basis of mutual concession. I immediately accepted this offer, but 
Diaz rejected it. Shortly afterward citizens of Salvador, including 
church dignitaries, submitted a solution based on the presidency of Cal- 
derén Ramirez, an impartial citizen of Nicaragua. I accepted. Lately 
Guatemala offered good offices and on a similar basis Costa Rica also. 
I accepted this mediation, which is still pending. 

In the meantime we gave repeated proofs of goodwill and the earnest 
desire for peace. Diaz merely offered the Liberal leaders in Managua 
positions in his Government provided they would recognize him as 
President, while intensifying a campaign of calumnies and falsehoods 
against the Liberals in messages of propaganda to the American press. 
Therefore, we are compelled to continue fighting Diaz to the end, but 
are always ready to make a real peace acceptable to the Nicaraguan 
people which can not be achieved by foreign troops. 


a. Diaz Comment on Corinto Conference } 


The Conservatives proposed the constitutional reorganization of the 
government on the basis of a Conservative President, naming me as 
_ their candidate, and of a national government with Liberal participation 
in all departments. The Liberals insisted on our turning over the power 
‘either to Dr. Sacasa or a third minor party candidate of their choice. 
, We could not meet this demand, but were disposed to make concessions 
' along all lines except actual relinquishment of the executive power. The 
Liberals then proposed an arbitration by the United States and the Cen- 


1 From statement in New York Times, January 12, 1927. 
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tral American Governments of their claims to the Presidency. This 
proposition we rejected as impracticable and inconsistent with national 
dignity. 

Our rejection was made after the American representative, Lawrence 
Dennis, explained to both delegations in clear terms that an internal 
political dispute of one country was not a justiciable question which 
could be arbitrated and that he was sure that the United States Govern- 
ment would not consider undertaking such an unprecedented arbitra- 
tion, in violation of all known law and theory on the subject. 

It is inconceivable, for instance, that the Hayes-Tilden election would 
have been arbitrated by England, France and Germany. The making 
of such an equally absurd and impracticable proposal for the solution of 
our national and internal problem shows clearly the indisposition of the 
Liberals at the Corinto conference to make peace, dominated as they 
were by the Calles Government. 


b. Tuer ConstituTionaL QuEsTIoN 


2. Diaz (Conservative) View 1 


Inasmuch as the Conservatives are a majority of the people, and have 
full control of the country, with the exception of a few sparsely settled 
regions on the Atlantic coast, the Liberals would no doubt have aban- 
doned their sporadic movements and accepted our peace proposals had 
it not been for the assurances of Mexican support for further revolutions, 
which they used as a threat at the conference. 

After failing to induce the Liberals to join us in the constitutional 
reorganization of the Government, the Conservative majority in the 
national Congress, elected in the regular elections of 1924, with the Con- 
servative President Solérzano, called me to exercise the presidency dur- 
ing the unexpired portion of the term ending December, 1928, of former 
President Solérzano, who resigned in January, 1926. 

My designation for the presidency thus effected the constitutional re- 
organization of the Government in accordance with the Central American 
treaties, with the result that the United States and the principal nations 
of Europe, as England, France, Italy and Spain, also El Salvador and 
Honduras, at once recognized my Government as the constitutional 


Government of Nicaragua. 


ai. Sacasa (Liberal) View 2 


The Nicaragua Constitution establishes that in case of the absolute 
or temporary absence of the President the executive power goes into the 


1 From statement in New York Times, January 12, 1927. 
2 From statement in New York Times, January 10, 1927. 
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hands of the Vice-President, but Chamorro persecuted me, employing 
violence to the point of obliging me to leave the country and having 
himself elected President by a discredited Congress, that is, with the 
omission of Liberal representatives. Diaz lacks constitutional support 
and the Washington compacts invalidate him, having as his only sup- 
port influential New York bankers connected with a group of Nicara- 
guan traders. 

The responsibility of intervention affects the prestige of the American 
Government while the yield of such intervention favors the exploiters. 

During the whole of Diaz’s former administration a body of American 
marines remained at Managua protecting his unpopularity. To-day 
there are again at Managua American forces to protect him against the 
people. In compliance with my duty, after exhausting all pacific means 
during long negotiations in Washington and Central America and a 
fruitless peace conference at Corinto, while we fruitlessly proposed to 
submit our civil discord to the arbitration of Washington and of the 
Central American Governments, I landed at Puerto Cabezas, organiz- 
ing my cabinet for the reestablishing of constitutional order interrupted 
by Chamorro and Diaz. But the movements of my government are 
daily obstructed by the American forces. 


e, LiseraALt RELATIONS wiTtH Mexico 


a. Diaz Charges * 


The repeated denials by Dr. Sacasa of Mexican Government aid are 
obviously dictated by the exigencies of his situation, but they should 
mislead no one. Eye witnesses saw Mexican soldiers loading arms on 
the vessel Tropical, which brought a filibustering expedition to Nica- 
ragua in August. Several Mexican soldiers and officers captured from 
this expedition were cared for by the Mexican consul here, who later 
arranged for their return to Mexico. When the vessel, after its failure 
to launch successfully the expedition. put in at La Unidén, Salvador, the 
Mexican Government made strong representations there in its behalf 
and supplied the captain and crew with funds through the Mexican 
Legation in Salvador. 

The espousal by the Mexican Government of the lost cause of a politi- 
cal minority in Nicaragua presents a problem which transcends the 
bounds of local politics and interests. We, the Conservatives, feel that 
Nicaraguan Liberals in soliciting and obtaining the aid of the Mexican 
Government have committed a grave offense against the sovereignty, 
independence and best interest of Nicaragua. Frankly, we Conserva- 
tives, do not want to be Mexicanized. We believe that any assertion of 


1 From statement in New York Times, January 12, 1927. 
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Dr. Sacasa or the Liberals to the contrary notwithstanding, no unsuc- 
cessful political minority out of office could have itself violently placed 
in power by Mexico without later becoming the tool of the Mexican 
Government, to which it would owe its triumph. 

In a difficult situation such as that of the moment we solicit frankly 
the aid of the United States in an open and legal manner, while our 
Liberal adversaries seek the sinister help of Mexico in the form of fili- 
bustering expeditions. We feel that our country needs capital, just as 
the United States required European capital 50 years ago to build its 
railways. We understand that. We find that capital on fair terms in 
the United States, but not in Mexico, which is wholly dependent on 
foreign capital. 


ai. Sacasa Statement } 


There has been a manifest determination to accuse me of nourishing 
designs of changing the social order in a common campaign with Mexico. 
Said propaganda denounces my wicked intentions and seems simply 
absurd to those acquainted with my antecedents and ideas. 

Once more I reiterate the categoric statement that I have no agree- 
ments with Mexico or any other Government. We bought arms first 
from the United States, and after the embargo wherever we could. We 
were encouraged in our attitude by the declarations of the State De- 
partment and the American minister in Central America after the Cha- 
morro-Diaz coup d’ état. 

The assertion by President Coolidge that Mexican officers fight in our 
army and that that Government protects us is absolutely erroneous. 
There does not exist a single Mexican gunboat on our shores. Mean- 
while several more American warships are announced to arrive for the 
supporting of Diaz against the constitutional President and the Nica- 
raguan people. 


6. PROCLAMATION ISSUED BY GENERAL MONCADA TO 
THE LEGISLATIVE ARMY? 


To my fellow citizens, to the Constitutional Army: 


After nine months of patriotic but bloody strife the victorious arms of 
President Sacasa are in the vicinity of the Capital in Teustepe and 
Boaco. 

All Nicaraguans already know that, from Laguna de Perlas to the 
Cross of Teustepe, in about 20 combats Liberalism has demonstrated its 


1From statement in New York Times, January 10, 1927. 
2 El Imparcial (Guatemala), May 24, 1927. Moncada was active in the events 
of 1911 and 1912 (For. Rel., 1911, p. 660-62). 
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energy and its power, by defeating in every way its antagonist, the 
Conservative party. 

But all those victories and this grand effort of liberty and honor have 
been annulled at the last hour by the mandate of the Government of 
the United States and its army, one of the largest in the world. 

In my camp at Boaquito I received on the 4th of the present month 
an invitation from General Henry L. Stimson, personal representative 
of President Coolidge, to come to Tipitapa, where both of us could con- 
verse and come to peaceful agreement. I went to the place indicated, 
and after a long conversation, in which Mr. Stimson made most im- 
portant declarations respecting our afflicted country, he directed to me 
the following letter: 


Tipitapa, 4th of May, 1927. 
General Jost Maria Moncapa, 
Tipitapa. 

Dear GenrerAL Moncapa: Confirming our conversation of this morn- 
ing, I have the honor to inform you that I am authorized to declare 
that the President of the United States has determined to accede to the 
request of the Government of Nicaragua to supervise the election of 
1928; that the permanency in power of President Diaz during the rest of 
his Administration is considered indispensable for this plan, and will be 
insisted on; that the general disarmament of the country is also looked 
on as necessary for the successful carrying out of this election and that 
the forces of the United States will be authorized to take charge of the 
arms of those who shall give them up, including those of the Govern- 
ment, and to disarm by force those who refuse to comply. With all respect, 

Henry L. Stimson. 


The delegates of President Sacasa, Dr. Argiiello Espinosa R., and 
Cordero Reyes, received a copy of this communication and they as well 
as the undersigned, declared in an emphatic and conclusive manner, that 
the forces of the United States which are the unmistakable expression 
of 120,000,000 inhabitants which that nation shelters, are sufficient to 
do as they please with our little country, which has at the most 800,000 
inhabitants, and that it is not humanly possible to oppose it, nor to 
oblige the Nicaraguan people to shed their generous blood in useless and 
mournful sacrifice; that the honor of the army and our own, in person 
and collectively, by virtue of declarations made to the world and blood 
shed on the battle field in defense of the Constitution and laws broken 
by Emiliano Chamorro and his successor Adolfo Diaz, oblige us to refuse 
such an undertaking; that we should be able to bow to force and give up 
perhaps our arms, but not our dignity and decorum. 
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Mr. Stimson replied that the national honor of the United States was 
also involved in the continuance of Seftor Diaz, because in recognizing 
him the American Government had acted in good faith and in a con- 
scientious belief that the presidency of Sefior Diaz was constitutional. 
He added that it was with deep regret that he performed the duty of 
making this declaration — a duty that President Coolidge had imposed 
upon him. 

Never in my life had I moments and hours of more anxious thought. 
A horrible nightmare rested on my patriotic soul and I did not have the 
strength nor did I consider it right for me to resolve alone, what the army 
and the entire country ought to do in this day of grief and anxiety. 

I direct myself to my fellow citizens by means of these lines and I will 
ask the opinion of the Liberal army, victorious on the field of Teustepe, 
victorious on all fields, since the army of Chamorro and Diaz did not 
gain a single combat, notwithstanding the open protection of the Amer- 
ican marines, which enabled it to throw all the troops they could use 
against us in Pala Alto, Muy Muy and Las Mercedes, in which the 
Conservative power came out, as always, ridiculous, to sink to-day 
deeper still. 

Recommending to my fellow citizens the greatest calmness, although 
it may be easier to say this than to carry it out, since I myself have in 
my breast the greatest torment of my life. 

We, the Liberal Army and I, have complied with our duty. The 
Liberals have covered themselves with glory on the field of battle. Their 
honor now shines more gloriously over the whole world. It may be 
that sometime justice will prevail. 

I am not inhuman. For a noble and generous cause I would put my- 
self at the front of the constitutional forces, but I can not advise the 
nation to shed all its patriotic blood for our liberty, because in spite of 
this new sacrifice, this liberty would succumb before infinitely greater 
forces and the country would sink more deeply within the claws of the 
North American eagle. 

Before I end I desire the country to know that both the delegates of 
Dr. Sacasa and I showed Mr. Stimson that from this moment hence- 
forth, the responsibility for all that might happen in the present or in 
the future in Nicaragua, will rest absolutely upon the Government of 
the United States, and in no wise on the Liberal Party, the conqueror 
in the contest. 


J. M. Moncapa. 
Manaeua, May 5, 1927. 
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APPENDIX V. ACTIVITIES OF UNITED STATES 
FORCES 


United States Marines were sent to Nicaragua beginning December 23, 
1926, for the “purpose of protecting American and foreign lives and 
property” and also at the request of the incumbent President, Adolfo 
Diaz. Since that time further contingents have been landed. As a 
result of developments, the American forces in Nicaragua consisted of 
Army, Navy and Marine detachments. In December, 1927, Rear Ad- 
miral David F. Sellers, commandant of the special service squadron, was 
in charge of all forces. 

In such instances, the greatest uncertainty exists as to the status of 
expeditionary forces, operating without authority from Congress. The 
Comptroller-General of the United States has ruled in the case of Five 
officers of the Second Battalion, Fifth Regiment, U.S. M. C., that they 
were ‘‘on field duty” for the purpose of allowances. By Executive 
Order of August 13, 1924, the term “field duty” “‘shall be construed to 
mean service under orders with troops operating against an enemy, actual 
or potential.” The Comptroller-General states that it would seem that 
Nicaraguan “rebel forces might look upon the military forces of the 
United States, landed in Nicaragua for the purpose stated, as their 
enemy and attack them accordingly.”’! 

In the list below the American casualties are given. Nicaraguans op- 
posed to the Government forces, including American contingents, are 
patriots in their own estimation and rebels, guerillas or bandits in that 
of the Government. Their losses in 1927 are reported as amounting to 
600, but there is no reliable authority for the figure. Marine Head- 
quarters says: “Enemy losses in these encounters have not been stated, 
since in most cases no definite figures have been received from official 
sources.” 

The encounters reported by Marine Headquarters are as follows:? 


March 25 — One plane was fired on near Ciudad Dario and one shot 
just missed the pilet (Captain Campbell) by eight (8) inches. The 
fire was not returned. 

March 27 — The Marine Patrol at Leén was fired on and fire was returned. 
No Marine casualties. 

March 28 — Plane piloted by Captain Campbell flying near Leén was 
subjected to heavy rifle and machine gun fire and plane was hit 10 
or 12 times. Fire was returned by machine guns. 

1 United States Daily, September 28, 1927, p. 4, where the text of the Comp- 
troller-General’s decision is reprinted. 
2 List supplied by Commanding General’s Office, U. S. M. C. 
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April 15 — Two planes flying on patrol between Leén-Chinandega and 
El Viejo were fired upon and one of the planes was hit. The fire 
was not returned. 

April 16 — Two planes while flying near Chinandega were fired upon and 
one of the planes was hit; the fire was not returned. 

April 17 — A two-plane patrol was fired upon near El Viejo; the fire was 
not returned. The planes were not hit by enemy fire. 

April 20 — Outpost at Posoltega attacked by band of 50 revolutionists. 
Fire was returned and the attack was repulsed. No casualties to 
Marines. A patrol from this place had a skirmish with natives about 
one mile from Posoltega and one enlisted man of the Navy was 
slightly wounded. No other casualties. 

April 25 — Two planes while flying over El Viejo were fired upon but 
were not hit. The fire was not returned. 

April 27 — Planes fired upon near Boaco, but fire not returned. One of 
the planes was hit once. 

April 29 — Two planes were fired upon near San Lucia-Boaco road junc- 
tion, one plane being hit. The fire was not returned. 

April 30 — One plane was fired upon near El Paso, but fire not returned. 
The plane was not hit by enemy fire. 

May 1 — Two planes were fired upon right out of Managua, but fire was 
not returned. Neither plane was hit by enemy fire. 

May 2— Two planes were fired upon near Las Banderas, but were not 
hit. Fire was not returned. 

May 13— Patrol at El Paso was fired upon and fire returned. No 
Marine casualties. 

May 13 — One plane, while on patrol near El Viejo, was fired upon and 
fire was returned. The plane was not hit by enemy fire. 

May 14 — A band of revolutionists attacked the Marine camp at Chin- 
andega and the fire was returned. No Marine casualties. 

May 14 — Patrol from Leén was attacked by revolutionists from ambush 
and the fire was returned. No Marine casualties. 

Marine escort accompanying rations of disarmed Liberals was fired upon 
near Las Banderas. Fire was returned. No casualties to Marines. 

May 16 — A band of 300 bandits attacked the town of La Paz and the 
commanding officer of Marines, Captain R. B. Buchanan, took a 
platoon to investigate, as bullets were passing over his camp. The 
Marines were fired upon and in the skirmish that resulted the 
bandits were driven from the town. Casualties were: Captain 
R. B. Buchanan and Private Marvin Jackson killed, Corporal 
Rausch and Private Simon wounded. 
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Sentry at Marine camp at Quezalquaque was fired upon and sentry re- 
turned fire, but assailants escaped. 


June 17 — Planes were fired upon at Insina and were hit once. Fire was 
not returned. 


July 16— Ocotal detachment was attacked by an overwhelming force 
of about 400 men under Sandino. During the early stages of the 
fighting Private Michael A. Obleski, U. S. M. C., was killed; Private 
Charles E. Garrison, United States Marine Corps, and one Guardia 
severely wounded. A five-plane formation from Managua, under 
command of Major Rowell, flew to Ocotal and attacked Sandino’s 
force with bombs and machine gun fire, completely routing the 
bandits. The planes were hit five times. The detachment at 
Ocotal consisted of 39 Marines and 47 of the newly formed Guardia 
Nacional. 


July 17 — Planes were fired on at Blandon and fire was returned. Planes 
were not hit by enemy fire. 


July 18 — Planes were fired upon near Esteli, but fire was not returned, 
No hits. 

Planes fired upon at Palagauina but fire was not returned. No hits. 

Planes were fired upon at Achuapa by about 60 men. Fire was returned 
and one plane made a bomb attack and was hit three times. The 
other plane made a machine-gun attack and received two hits, one 
of which struck the gas tank, but managed to land at Ocotal without 
injury to personnel or material. 


July 19— Planes were fired upon near Palagauina but were not hit. 
Fire not returned. 


July 20 — Planes were fired upon near San Fernando and fire was re- 
turned. No hits. 


Planes were fired upon at Telpaneca but no hits received. The fire was 
returned. 


July 21 — Planes were fired upon at San Fernando and fire was returned. 
No hits. 


August 18 — Patrol from Murra en route to Jicaro was ambushed about 
400 yards out of Murra. The attack was repulsed without any 
casualties to Marine force. 


August 27 — A train guard, under command of Lieutenant Chappell, was 
fired upon three miles out of Pueblo Nuevo. Fire was returned. No 
casualties to Marine force. 


September 19 — At 1 a.m. 200 bandits, led by Salgado, attacked the com- 
bined forces of Marines and Guardia at Telpaneca. This garrison 
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consisted of a total strength of 20 enlisted Marines and 25 Guardia, 
under command of Lieutenant Keimling. The battle started at 
close quarters and continued so for about four hours. The casualties 
were private Lenton C. Russell, U.S. M. C., killed; Private James 
S. Glasser, mortally wounded, and one Guardia seriously wounded. 

One plane, flying over San Fernando, was fired on by several groups of 
men. Fire was returned, but the ship was not hit. The same plane 
was fired on while over Ciudad Antigua and fire was returned. 
Plane was not hit. 

September 20 — Plane was fired upon near San Rafael, but fire was not 
returned. The plane was not hit. 

September 21 — Plane was fired upon by machine guns near Telpaneca. 
Fire was returned. No hits. 

Seplember 22 — Planes were fired upon near Quilali and fire was returned 
with machine guns and two bombs were dropped. The plane was 
not hit. 

October 6 — Planes were fired upon, but were not hit. The fire was re- 
turned and two bombs were dropped. 


October 8 — Planes were fired upon near Quilali and fire was returned and 
several bombs dropped. The plane was not hit. Plane manned by 
Lieutenant Thomas and Sergeant Dowdell crashed near Quilali. 
The aviators were uninjured in the crash, but it is believed they were 
killed later by bandits. 

October 9 — Lieutenant O’Shea leading a patrol of 8 Marines and 10 
Guardia to the aid of Lieutenant Thomas and Sergeant Dowdell, 
whose plane had crashed on October 8, was fired upon as he ap- 
proached the scene of the crash, near Chipote Mountain. The 
patrol was fired on by about 200 bandits in its front and 100 on its 
flank and about 100 in the rear. The patrol pushed forward led by 
Dr. J. B. O’Neill (MC), U.S. N., at his own request, encountering 
heavy machine gunfire that was silenced by a rifle grenade. The 
patrol fought its way clear to the Jicaro River and later made their 
way into Jicaro the following day. ‘The Marines suffered no casual- 
ties, while there were four of the Guardia killed. 

October 12 —'The Marine detachment at Managua had an engagement at 
Pueblo Nuevo with Lobo’s band of bandits and Lobo himself was 
killed in the encounter. The Marines suffered no casualties. 

October 17 — Lieutenant Satterfield, Guardia Nacional, with seven 
Marines and seven Guardia while on patrol near Telpaneca had an 
engagement with a band of bandits. No Marine or Guardia cas- 
ualties. 
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October 27 — The patrol from Jicaro, under command of Lieutenant 
Chappell, in the vicinity of Firfenote, engaged a bandit force esti- 
mated at 175. After a three hours’ fight the bandits were repulsed. 
No Marine or Guardia casualties. 


October 30 — A bandit force of about 250 was met and defeated by patrol 
en route to Jicaro from Quilali. One Marine was wounded and two 
Guardia were killed. Three miles southeast of Jicaro this same 
patrol was again attacked by bandits. The bandit band was soon 
dispersed, with no Marine or Guardia casualties. 


November 10 — A patrol from Potaste, under command of Lieutenant 
Keimling, had an engagement with bandits along the Honduran 
border near Santa Rita. No Marine or Guardia casualties. The 
patrol from Telpaneca had engagement with bandits near that place 
with no casualties to Marine or Guardia. 


November 15 — A patrol from Telpaneca had an engagement with bandits 
under Tiburcio Lolanco. No Marine or Guardia casualties. 


November 23 — Two miles northeast of Telpaneca a patrol had engage- 
ment with mounted armed bandits. No Marine or Guardia cas- 
ualties. 


November 24, — An estimated force of 200 bandits fired on air patrol near 
Chipote. ‘The air force straffed the enemy with machine guns and 
dropped bombs on them. No casualties to air force. 


November 25 — The Potaste patrol formed junction with Guardia Nacional 
patrol at Mal Paso and had contact with outlaws one league south of 
Espino. One Marine and one Guardia slightly wounded. 


November 26 — Four miles North of Somoto, along the Coco River, 
Private Arthur W. Rue was shot in the back from ambush and se- 
verely wounded. Private Rue died from this wound on November 
27. 


December 6, 1927 — A patrol from Telpaneca composed of Marines and 
Guardia had an engagement at El Portero without casualties to 
our troops. 


December 10, 1927 — Guardia Patrol from Pataste encountered bandits 
at Corral Falso without casualties to patrol. 

Patrol from Somoto had contact with bandits at Macuelize twenty miles 
north of Somoto without casualties to our force. 

December 11, 1927 —Somoto Patrol had encounter with bandits near 
Santa Rosa without casualties to force. 

A mixed patrol from Telpaneca had encounter with a band of bandits 
near Sandinesta. No casualties among patrol. 
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December 12, 1927 — Patrol from Somoto had contact with bandits at 
Santa Isabel. No casualties among patrol. 


December 14, 1927 — Patrol from Telpaneca had encounter with bandits 
near Portal. No casualties among patrol. 


December 17, 1927 — A combined patrol of marines and Guardia Nacional 
had an engagement with bandits near Mosontee. There were no 
Marine or Guardia casualties. The leader of the bandits was 
Hernandez. One bandit killed. 

December 18, 1927 — A superior force of bandits attacked a patrol from 
Somoto near Macuelize. Private B. F. Calloway, United States 
Marine Corps, was killed in action. One bandit killed. 


December 28, 1927 — Patrol from Jicaro encountered bandit camp at 
Sabafia Grande. Juan Munos, bandit, was killed. Four prisoners 
were taken including the father of Rufo Marino, the Sandino chief, 
who was killed at Ocotal in July, 1927. No casualties among the 
Marines or Guardia. 

December 30, 1927 — Patrol from Telpaneca encountered Sandino force 
about 22 miles from Telpaneca. Bandit strength estimated as 
about 50. The action lasted about 25 minutes. One private 
wounded, 3 bandits killed. Patrol from Matagalpa encountered 
force of bandits under Sandino, with estimated strength of 400 or 
500 men. The encounter took place on the Camino Real about two 
miles south of Quilali. After action of about 1 hour and 20 minutes 
the bandits were driven off. The following marines were killed: 
Corporal Adolph Thellhart, Sergeant John Hemphill, Private E. 
Goldsmith, Private Estler Crosson, Private Grady W. Watson; 1 
marine officer and 7 enlisted men seriously wounded; 2 officers and 
14 enlisted men slightly wounded; 1 Guardia Nacional was killed 
and 2 seriously wounded. . 

January 1, 1928 — Patrol from Telpaneca attacked by bandits with 
estimated strength of about 400, at Sapotillal Ridge, 614 miles from 
Quilali. Killed, First Sergeant Thomas G. Bruce (Lieutenant 
Guardia Nacional). Seriously wounded, 1 officer and 3 privates; 
1 private slightly wounded. Near the site of the attack 30 bodies of 
the bandit dead were found. 

January 7, 1928 — Marine detachments from the U. S. S. Rochester, 
U. S. S. Tulsa, landed at Corinto and stationed at Managua and 
Chinandega. Patrol of the Guardia Nacional of Pueblo Nuevo 
had contact with bandits near Malposo. No Guardia casualties. 


January 8, 1928 — Nine Guardia at Somotillo mutinied and were joined 
by about 20 of the civilian population, 1 civilian, and 4 of the mu- 
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tineers were killed. The revolting men took 1 Lewis gun, 1 auto- 
matic pistol, and 16 rifles. 

January 9, 1928 — Marine detachment from U. 8. S. Galveston landed 
at Corinto and sent to Leén and Chinandega. 

January 11, 1928 — Bandits were bombed by airplanes near Sapotillal 
Ridge. Four dead bandits were found. Airplanes had contact with 
bandits at Latna Vista, dropped 10 bombs, killed 10 bandits. 

January 14, 1928 — Four planes bombed and strafed bandit position at 
El Chipoti. Planes reported great damage done to the position. 

January 15, 1928 — Eleventh Regiment troops (11 officers, 262 enlisted) 
arrived Corinto via U.S. S. Milwaukee, U.S. S. Trenton and U.S. S. 
Raleigh. Marine patrol from San Albino had contact with a bandit 
outpost at San Gerinimo. No Marines or Guardia Nacional in- 
jured. Sandino chief by the name of Mendez killed; 2 bandits 
wounded, but escaped. 

January 16, 1928 — Second Battalion, Eleventh Regiment (20 officers, 
468 enlisted) arrived Corinto via U.S. 8. Nitro. 

January 17, 1928 — A group of bandits fired on a patrol from Leén in 
El Sauce. The fire was returned and 1 bandit was killed. There 
were no Marine casualties. 

January 18, 1928 — First Battalion, Eleventh Regiment (42 officers, 
364 enlisted) arrived Corinto via U.S. 8S. Oglala. 

January 28, 1928 — A patrol out of Telpaneca had contact with bandits 
3 miles east of Pericon, 2 bandits were killed. There were no Marine 
or Guardia casualties. 

January 24, 1928 — Marine force from San Albino occupied the northern 
foothills of El Chipoti. 

January 25, 1928 —'The main cantonment occupied by a column from 
San Albino encountered little resistance. Two Marines slightly 
wounded. 


January 28, 1928 — Observation Squadron 6 (8 officers, 58 enlisted) 
sailed from Hampton Roads for Corinto via U. S. S. Saratoga. 


February 5, 1928 — Patrol from Somoto had contact with approximately 
20 bandits near Santa Rosa. Two bandits were killed; no Marine 
casualties. 


February 27, 1928 — An escort of 26 enlisted Marines under command 
of Lieutenant O’Day guarding an empty bull cart train had an en- 
gagement with a much larger force of bandits, about four miles from 
Yali. The bandits were driven off, but five enlisted men were killed 
and a number slightly wounded. 
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February 28, 1928 — A patrol returning to Telpaneca from the vicinity 
of Portal had contact with bandits killing four. There were no 
Marine or Guardia casualties. 

February 28, 1928 — A plane on a reconnaissance mission in the area in 
the vicinity of Yali came upon a group of outlaws about one-half 
mile south of Pijanal. The outlaws were fired upon by machine 
gun and the fire was returned, making two hits. Four bombs were 
dropped. 

February 29, 1928 — A combined Marine and Guardia patrol had contact 
with bandits at Inali. There were no Marine or Guardia casualties. 

February 29, 1928 — A patrol returning to Somoto had contact with a 
bandit group of about 15. There was one bandit killed with no 
Marine or Guardia casualties. 

March 2, 1928 — A patrol returning to Telpaneca had contact with a 
band of 20 at Biyagual, killing one bandit. There were no Marine 
or Guardia casualties. 

March 6, 1928 — A patrol seized four men with a large quantity of guns 
and ammunition at False Bluff. These were to be taken off in a 
motor canoe occupied by two Honduranians. From information 
obtained these supplies were thought to be intended for use in a 
revolution planned for Honduras. These revolutionists were to 
unite with the Nicaraguan revolutionists and sweep the Atlantic 
coast of Nicaragua. 

March 18, 1928 — Two planes were fired on while flying along the west 
bank of the Murra River a few miles south of Murra. The fire was 
returned and two bombs dropped. The planes were hit twice. 

March 19, 1928 — A two-plane reconnaissance mission was fired on from 
a finca a mile northeast of Murra. The observer, Captain Pierce 
was wounded in the foot. The house was bombed and strafed with 
machine-gun fire. Due to Captain Pierce’s wound it was necessary 
to return to Ocotal for medical attention. Chief Gunner Wodarczyk, 
who was in charge, then returned to the scene of action and was 
again fired upon from eight different places. The houses from which 
the fire came were attacked with bombs and machine-gun fire, the 
outlaws taking to the brush. The planes were struck five times. 
After the ammunition had been exhausted, the planes returned to 
refuel and obtain a fresh supply of ammunition. Then again visit- 
ing the scene of action they found the bandits saddling horses, pre- 
paratory to leaving. Another combat took place resulting in the 
dispersing of the outlaws. The planes were hit several times. 
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March 19, 1928 — A plane left Managua on combat mission to the Murra 
area and upon sighting outlaws attacked the groups with bombs 
and machine-gun fire. 

March 21, 1928 — A Marine patrol from Jalapa engaged a small group 
of outlaws at Esperanza in the vicinity of Murra. Three outlaws 
were killed with no Marine casualties. 


March 25, 1928 — A combined Marine.and Guardia patrol had contact 
with about 20 outlaws twelve miles west of San Juan de Telpaneca. 
There were no Marine casualties, but one outlaw was killed. 


March 28, 1928 — Two planes came upon a group of about 25 armed 
bandits at El Arco. Four bombs were dropped, two going through 
the roof of a house into which the bandits had run. The surround- 
ing ground was strafed with machine-gun fire. The planes were 
not hit. 

March 31, 1928 — A patrol had contact with seven bandits at Colorado 
killing two and capturing two bandits and a number of animals. 
There were no Marine casualties. 


March 31, 1928 — A patrol of nineteen men had contact with about 100 
bandits near Colorado. The bandits were completely routed, three 
being killed and many wounded. Supplies were captured and a list 
of names of men serving under Ferrera, a bandit chief, was obtained. 
There were no Marine casualties. 


April 2, 1928 — A patrol in the vicinity of Santa Cruz had contact with 
bandit group of about 12. One bandit was killed with no Marine 
casualties. 

April 3, 1928 — At the junction of the Pantasma and Coco Rivers a pa- 
trol had contact with bandits killing one with no Marine casualties. 


April 3, 1928 — A plane fired on five bandits at Espino. 


April 4, 1928 — A small mounted patrol from Esteli surprised, routed 
and pursued a group of about 40 outlaws at Trinidad. There were 
no Marine casualties, with hostile casualties unknown. 


April 4, 1928 — A two-plane reconnaissance mission fired on a group of 
about 25 outlaws at a village ten miles south of Matagalpa. The 
same place was again attacked later in the day. 


April 4, 1928 — A two-plane reconnaissance mission bombed a group of 
eight bandits three miles south of Ojoche. 
April 5, 1928 — A two-plane reconnaissance mission was fired on at 


Naranjo, one plane being hit. The planes fired a short burst into 
the mountain side. 
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- April 6, 1928 —'Two planes came upon armed outlaws who ran for a 
house as the planes approached. Twelve bombs and 1,200 rounds 
of machine-gun ammunition were expended on the area. 

April 7, 1928 — A small patrol from El Sauce was fired on by about five 
outlaws about five miles west of Achuapa. There were no Marine 
casualties. 

April 8, 1928 — A two-plane reconnaissance patrol bombed and strafed 
a group of outlaws on the Rio Coco, near Petca. 

April 11, 1928 — A bandit group was surprised by a patrol from Jalapa 
midway between Jalapa and Jicaro. Four bandits including the 
chief were wounded with no Marine casualties. 

April 11, 1928 — A patrol from Pueblo Nuevo had contact with an out- 
law group killing one outlaw with no Marine casualties. 

April 12, 1928 — A small group of outlaws were bombed about two 
miles east of Murra by a two-plane reconnaissance patrol. 

April 12, 1928 — Sandino’s forces of about 150 arrived at La Luz y Los 
Angeles Mine in the eastern central part of the country and took 
complete possession. They seized all moneys, gold amalgam, mer- 
chandise and live stock. Acting Superintendent Marshall, believed 
to be an American, was held prisoner. The bandits were all well 
armed and mounted but poorly clothed. 

April 14, 1928 — A marine patrol at Tunki met several employees of the 
Bonanza Mine fleeing from the bandit forces, estimated at about 
200. Word was received later that the bandits had raided the 
Bonanza Mine. 

April 16, 1928 — Sandino’s forces seized the Neptune Mine, all Ameri- 
cans having previously fled on hearing of the approach of the bandits. 

April 18, 1928 — A patrol from Telpaneca had an engagement with out- 
laws near Cuje with no Marine casualties. Two outlaws were killed. 

April 21, 1928 — A patrol from El Sauce had contact with a small group 
of bandits with the result that one Marine was slightly wounded. 

April 21, 1928 —A patrol from Jicaro traveling in the direction of 
Geronimo had contact with a small band capturing two and killing 
one with no Marine casualties. 

April 21, 1928 — Refugees from the Prinzapolca district fleeing before 
the approaching followers of Sandino began to arrive at Bluefields. 

May 1, 1928 — Reports were received that Sandino’s forces were four 
days march from Calvacho and marching to raid mines at Porto 
Calvacho. 


892 WORLD PEACE FOUNDATION 


Following the seizure of a number of mines and destruction of property 
of Americans by the bandit forces a number of patrols were sent 
from the east coast to the mining section in the eastern central part 
of Nicaragua. These patrols followed various routes, some travel- 
ing overland and some by boat on the navigable rivers. 

May 4, 1928 — A patrol had contact with rebel forces a short distance 
south of Telpaneca with no Marine casualties. Two rebels were 
killed and two wounded. 

May 6, 1928 — A Marine patrol of thirty-two men engaged a group of 
50 bandits about two miles north of Guabul. The bandits were 
heading in the direction of Waspook and after a four-hour skirmish 
retreated in that direction with the patrol following. 

May 18, 1928 — A combined Marine and Guardia patrol of 36 had con- 
tact with about 75 outlaws in the valley of the Cua River about ten 
miles north of Penablanca. Captain R.S. Hunter, U.S. M.C., was 
seriously wounded and later died. One enlisted Marine and one 
Guardia were also killed and several wounded. The enemy losses 
were estimated at five killed and five wounded. 

May 17, 1928 — A patrol arrived at the La Luz Mine and found the mill 
building had been dynamited and that the other houses were de- 
stroyed. It was thought that some of the machinery could be 
salvaged. 

May 18, 1928 — A patrol returning from San Albino had two contacts 
with outlaws. There were no Marine casualties, with two outlaws 
wounded. A number of animals were captured as well as some 
ammunition. 

May 29, 1928 — A Marine detachment had contact with bandits in the 
Masaya area. 

May 30, 1928 — The above detachment again had contact with bandits 
in the Masaya area. The total casualties for the two engagentents 
were two bandits killed and eight captured. 

June 2, 1928 — Santa Maria Sevilla, a bandit chief and 20 followers 
surrendered to the commanding officer at Jinotega under terms 
offered by the Nicaraguan Government. 


June 6, 1928 — A Marine patrol had contact with about 20 bandits near 
Santa Cruz. There were no casualties reported. 
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